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SECURITIES ACT 





SECURITIES ACT OF 1933 
Rel. No. 5385/April 19, 1973 


SEC ORDERS HEARING ON MARICULATA PreRAWTH 
INDUSTRIES, INC. EROS 


The Securities and Exchange Commission has ordered a 
public hearing to determine whether a stop order should 
issue with respect to a registration statement filed on 
June 29, 1972, and amended on October 20, 1972 by 
Mariculture Growth Industries, Inc. (Mariculture) seeking 
registration of 150,000 shares of its common stock at an 
offering price of $5.00 per share. The registration state- 
ment has not become effective. 
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The Commission's Division of Enforcement alleges in its 
Statement of Matters to be considered at the hearing that 
Mariculture’s registration statement fails to disclose the 
condition of the area in which Mariculture plans to culti 
vate oysters, the cause of the destruction of oysters in 
September, 1971 in that area, and the existence of a 
prior drilling lease covering the company’s proposed culti 
vation area. The Division further alleges that the registra 
tion statement does not disclose that some of the leases 
to be cultivated by Mariculture were originally acquired 
by affiliates of the company and were not transferred 
pursuant to the requirements of state law. It is further 
alleged that the registration statement is false in stating 
that the company’s oyster beds were inspected by the 
state of Florida in August, 1972. The Division also alleges 
that the registration statement fails to disclose that those 
associated with the company have filed applications with 
state authorities for leases adjacent to the company’s pres 
ent lease sites. Finally, the Division alleges that the regis- 
tration statement does not disclose that Theodore Lakos 
is involved in the day-to-day business operations of the 
company and that he was previously enjoined from violat 
ing the anti-fraud provisions of the Securities Act of 1933 
and the Securities Exchange Act of 1934 


A hearing in this matter has been scheduled for 10:00 
a.m. on April 26, 1973, at the offices of the Securities 
and Exchange Commission, Washington, D.C 





SECURITIES ACT OF 1933 

Rel. No. 5386/April 20, 1973 
SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10116/April 20, 1973 


RNOTICE OF ADOPTION OF AMENDMENTS TO REG 
ISTRATION AND REPORT FORMS TO REQUIRE DIS- 
CLOSURE WITH RESPECT TO COMPLIANCE WITH 
ENVIRONMENTAL REQUIREMENTS AND OTHER 


) TTERS 


The Securities and Exchange Commission today adopted 
amendments to its registration and reporting forms to 
require more meaningful disclosure of certain items per- 
taining to business and litigation, and particularly as to 
the effect upon the issuer’s business of compliance with 
Federal, State and local laws and regulations relating to 
the protection of the environment. The forms which are 
amended are Forms S-1, S-7 and S-9 under the Securities 
Act of 1933 and Forms 10, 10-K and 8-K under the Secu 
rities Exchange Act of 1934. This action is being taken 
pursuant to the provisions of these acts and pursuant to 
the National Environmental Policy Act (‘“NEPA”’). 
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The Commission notes that Section 105 of the NEPA 
states that the policies and goals set forth therein are sup- 
plementary to those in existing authorizations of Federal 
agencies. Having considered the public comments on Secu- 
rities Act Release No. 5235 (February 16, 1972) it is the 
Commission's opinion that the amendments will promote 
investor protection and at the same time promote the 
purposes of NEPA. 


The amendments adopted herewith will require as a part 
of the description of an issuer’s business, appropriate dis- 
closure with respect to the material effects which compli- 
ance with environmental laws and regulations may have 
upon the capital expenditures, earnings and competitive 
position of the issuer and its subsidiaries. Other amend- 
ments describe the extent to which litigation disclosures 
should contain specific descriptions of environmental pro- 
ceedings. These amendments obviate the need for the en- 
vironmental disclosure guidelines set forth in Part | of 
Securities Act Release No. 5170 (July 19, 1971), and 
accordingly these amendments will supersede such guide- 
lines. 


|. Description of Business 


The description of business items in the forms require 
information concerning business done and intended to be 
done with respect to the development of business during 
prior years and in future periods. The amendments em- 
phasize the possible future effect of environmental stat- 
utes and regulations, and proceedings thereunder, on the 
issuer, and they specify the information to be furnished 
in connection with the description of business. Under the 
description of business items, the amendments require 
disclosure of the: 


material effects that compliance with Federal, State 
and local provisions regulating the discharge of mater- 
ials into the environment, or otherwise relating to the 
protection of the environment, may have upon the 
capital expenditures, earnings and competitive position 
of the registrant and its subsidiaries. 


The Commission is aware that the amendments do not 
specify any minimum or maximum time period in the 
future required to be described. However, inasmuch as 
environmental compliance programs for different indust- 
ries may involve substantially differing lead times, the 
Commission feels the time period is best left unspecified. 
If management has a reasonable basis to believe that 
future environmental compliance may have a material ef- 
fect on the issuer’s expenditures, earnings or competitive 
position in the industry, then such matters should be 
disclosed. 


Expenditures solely attributable to compliance with en- 
vironmental provisions should be disclosed if material. 
When expenditures are partly for the replacement, modifi- 
cation or addition of equipment or facilities, and partly 
for the purpose of complying with any environmental pro- 
visions, management should estimate the cost of environ- 
mental compliance when there is a reasonable basis to 
segregate such amount. Such disclosures should be based 
and stated on an annual basis when such would diminish 
the apparent materiality of the expenditures or result in 
non-disclosure. 
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11. Legal Proceedings 


The amendments include several revisions relative to dis- 
closure requirements for legal proceedings. It is noted that 
some of the forms have a separate item for legal proceed- 
ings; others contain requirements or instructions under 
the business caption. 


A. Item 12 of Form S-1 now generally requires informa- 
tion as to material legal proceedings ‘““known to be con- 
templated by governmental authorities."” The Commission 
has adopted amendments the same as those published for 
comment to include a requirement similar to that in Form 
S-1 in Item 10 of Form 10 and Item 5 of Form 10-K. The 
requirement is applicable to proceedings relating to en- 
vironmental matters as well as to other types of proceed- 
ings. 


B. The existing requirements in the various forms per- 
taining to disclosure of litiaation generally call only for a 
“description” of certain proceedings. The Commission has 
adopted amendments to Forms S-1, 10, 10-K and 8-K, as 
published for comment, to require a description of the 
factual basis of the proceedings and the relief sought. The 
Commission notes that nothing in the amendments alters 
the present practice permitting in disclosures of legal pro- 
ceedings, counsel’s opinion as to the meritorious character 
of the claim and as to the validity of alleged defenses or 
cross-claims. 


C. Heretofore, instructions under Item 12 of Form S-1, 
Item 10 of Form 10, Item 5 of Form 10-K, and Item 3 
of Form 8-K have stated that a legal proceeding is not 
“material” if it involves primarily a claim for damages and 
if the amount involved does not exceed 15 percent of the 
issuer’s Current assets on a consolidated basis. The amend- 
ments adopt the proposals published for comment to re- 
duce this standard of economic materiality to 10 percent 
of current assets, as being a more realistic test of mater- 
iality and one which conforms to other similar standards 
appearing elsewhere in the Commission's rules and forms. 
This reduction will apply to all forms of litigation, regard- 
less of whether it is related to the environment. 


D. Presently, the instructions to the items of the forms 
mentioned in the preceding paragraph state that even 
though a legal proceeding does involve damages in an 
amount meeting the standard of economic materiality, in- 
formation need not be given if the proceeding is con- 
sidered ‘‘ordinary routine litigation incidental to the busi- 
ness."’ The Commission has adopted amendments to the 
instructions to the litigation items to state that adminis- 
trative or judicial proceedings arising under any Federal, 
State or local provision regulating the discharge of mater- 
ials into the environment, or otherwise specifically relating 
to the protection of the environment, shall not be con- 
sidered ‘‘ordinary routine litigation incidental to the busi- 
ness,” and shall be described if such proceeding is mater- 
ial to the business or financial condition of the registrant 
or if it involves primarily a claim for damages and the 
amount involved, exclusive of interest and costs, exceeds 
10 percent of the current assets of the registrant and its 
subsidiaries on a consolidated basis. 


E. At the present time, the Commission’s disclosure 
forms contain no specific requirement for obtaining des- 














ng 






















































criptions of environmentally-related proceedings, although 
certain descriptions are called for in Securities Act Re- 
lease No. 5170. Securities Act Release 5235 proposed a 
revision to the litigation items to indicate, generally, that 
any environmentally-related administrative or judicial pro- 
ceeding by governmental authority shall be deemed ma- 
terial and shall be described. The Commission at this time 
believes that the proposal on this matter is too broad and 
that the disclosures elicited by the proposal generally 
would cause the disclosure documents filed with the Com- 
mission to be excessively detailed without commensurate 
benefit to average investors. Accordingly, the Commission 
has revised the proposal published for comment to indi- 
cate that detailed disclosure of each such proceeding need 
not be given. Instead, issuers may set forth groupings of 
similar proceedings, specifying the number of such pro- 
ceedings in each group, giving generic descriptions thereof, 
stating the issues generally involved, and, if such proceed- 
ings in the aggregate are material to the business or finan- 
cial condition of the issuer, describing the effect of such 
proceedings on the issuer. Any such single proceeding, 
whether public or private, involving a claim for damages 
in excess of 10 percent of the issuer’s current assets on a 
consolidated basis, or which otherwise may be material, 
should be individually described. The proposals under the 
instructions to the litigation headings included the follow- 
ing sentence: “‘Any such proceedings by private parties 
shall be described if material.’’ Under the amendments 
adopted, that sentence is deleted as being redundant; 
other provisions of the amendments establish that private 
environmentally-related proceedings shall be described if 
they are material. The Commission intends to review the 
disclosures resulting from this requirement to determine 
whether subsequent modification is appropriate, in the 
public interest and for the protection of investors in such 
a manner as will promote the purposes of NEPA. 


lll. General 


Under amendments to the description of business and the 
litigation items, the types of environmental provisions 
dealt with are those ‘‘regulating the discharge of materials 
into the environment, or otherwise relating to the protec- 
tion of the environment.”’ The Commission recognizes that 
this description, particularly the last clause thereof, is 
broad. Also, with respect to certain types of provisions, 
the description may not give a precise answer as to wheth- 
er or not a given provision lies within the description 
quoted. To provide assistance to issuers, the staff will be 
available to respond to written inquiries. 


The text of the amendments follows: 
FORM S-1 


|. Item 9(a) of Form S-1 is amended by adding thereto 
a new Instruction 5 reading as follows: 


5. Appropriate disclosure shall also be made as to the 
material effects that compliance with Federal, State 
and local provisions which have been enacted or adopt- 
ed regulating the discharge of materials into the en- 
vironment, or otherwise relating to the protection of 
the environment, may have upon the capital expendi- 
tures, earnings and competitive position of the regis- 
trant and its subsidiaries. 


11. Item 12 of Form S-1 is amended to read as follows: 
!tem 12. Legal Proceedings 


Briefly describe any material pending legal proceedings, 
other than ordinary routine litigation incidental to the 
business, to which the registrant or any of its subsidiaries 
is a party or of which any of their property is the sub- 
ject. Include the name of the court or agency in which 
the proceedings are pending, the date instituted, and the 
principal parties thereto, a description of the factual basis 
alleged to underlie the proceeding and the relief sought. 
Include similar information as to any such proceedings 
known to be contemplated by governmental authorities. 


Instructions. 1. (No change) 


2. No information need be given with respect to any 
proceeding which involves primarily a claim for dam- 
ages if the amount involved, exclusive of interest and 
costs, does not exceed 10 percent of the current assets 
of the registrant and its subsidiaries on a consolidated 
basis. However, if any proceeding presents in large de- 
gree the same issues as other proceedings pending or 
known to be contemplated, the amount involved in 
such other proceedings shall be included in computing 
such percentage. 


3. (No change) 


4. Notwithstanding the foregoing, administrative or 
judicial proceedings arising under any Federal, State or 
local provisions regulating the discharge of materials 
into the environment or otherwise relating to the pro- 
tection of the environment shall not be deemed ‘‘ordi- 
nary routine litigation incidental to the business’’ and 
shall be described if such proceeding is material to the 
business or financial condition of the registrant or if it 
involves primarily a claim for damages and the amount 
involved, exclusive of interest and costs, exceeds 10 
percent of the current assets of the registrant and its 
subsidiaries on a consolidated basis. Any such proceed- 
ings by governmental authorities shall be deemed ma- 
terial and shall be described whether or not the amount 
of any claim for damages involved exceeds 10 percent 
of current assets on a consolidated basis and whether 
or not such proceedings are considered ‘ordinary rou- 
tine litigation incidental to the business’’; provided 
however, that such proceedings which are similar in 
nature may be grouped and described generically stat- 
ing: the number of such proceedings in each group; a 
generic description of such proceedings; the issues 
generally involved; and, if such proceedings in the ag- 
gregate are material to the business or financial con- 
dition of the registrant, the effect of such proceedings 
on the business or financial condition of the registrant. 


FORM S-7 
111. Item 5(a) of Form S-7 is amended to read as follows: 


(a) Identify the business done and intended to be done 
by the registrant and its subsidiaries. In the case of an ex- 
tractive enterprise, give appropriate information as to 
development, reserves and production. Appropriate dis- 
closure shall be made with respect to (i) any portion of 
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the business which may be subject to renegotiation of 
profits or termination of contracts or subcontracts at the 
election of the Government, and (ii) the material effects 
that compliance with Federal, State and local provisions 
which have been enacted or adopted regulating the dis- 
charge of materials into the environment, or otherwise re- 
lating to the protection of the environment, may have 
upon the capital expenditures, earnings and competitive 
position of the registrant and its subsidiaries. 


IV. Item 5(e) of Form S-7 is amended to read as follows: 


(e) Briefly describe any pending legal proceedings to 
which the registrant or any of its subsidiaries is a party 
which may have a substantial effect upon the earnings or 
financial condition of the registrant, and any administra- 
tive or judicial proceedings (i) now pending or (ii) known 
to be contemplated by governmental authorities, arising 
under any Federal, State or local provisions referred to in 
(a)(ii) above, including the name of the court or agency, 
the factual basis alleged to underlie the proceeding and 
the relief sought. 


FORM S-9 


V. Item 3 of Form S-9 is amended by adding thereto the 
following new paragraph (c): 


(c) Appropriate disclosure shall be made as to the ma- 
terial effects that compliance with Federal, State and local 
provisions regulating the discharge of materials into the 
environment, or otherwise relating to the protection of the 
environment, may have upon the capital expenditures, 
earnings and competitive position of the registrant and its 
subsidiaries. 


FORM 10 


VI. Item 1(b) of Form 10 is amended by adding thereto 
a new Instruction 6 reading as follows: 


6. Appropriate disclosure shall also be made as to the 
material effects that compliance with Federal, State 
and local provisions which have been enacted or adopt- 
ed regulating the discharge of materials into the envir- 
onment, or otherwise relating to the protection of the 
environment, may have upon the capital expenditures, 
earnings and competitive position of the registrant and 
its subsidiaries. 


Vil. kkem 10 of Form 10 is amended as follows: 
Item 10. Legal Proceedings 


Briefly describe any material pending legal proceedings, 
other than ordinary routine litigation incidental to the 
business, to which the registrant or any of its subsidiaries 
is a party or of which any of their property is the sub- 
ject. Include the name of the court or agency in which 
the proceedings are pending, the date instituted, the prin- 
cipal parties thereto, a description of the factual basis 
alleged to underlie the proceeding and the relief sought. 
Include similar information as to any such proceedings 
known to be contemplated by governmental authorities. 


Instructions. 1. (No change) 
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2. No information need be given with respect to any 
proceeding which involves primarily a claim for damages 
if the amount involved, exclusive of interest and costs, 
does not exceed 10 percent of the current assets of the 
registrant and its subsidiaries on a consolidated basis. How 
ever, if any proceeding presents in large degree the same 
issues as Other proceedings pending or known to be con- 
templated, the amount involved in such other proceedings 
shall be included in computing such percentage. 


3. (No change) 


4. Notwithstanding the foregoing, administrative or 
judicial proceedings arising under any Federal, State or 
local provisions which have been enacted or adopted reg- 
ulating the discharge of materials into the environment or 
otherwise relating to the protection of the environment, 
shall not be deemed “ordinary routine litigation incidental 
to the business” and shall be described if such proceeding 
is material to the business or financial condition of the 
registrant or if it involves primarily a claim for damages 
and the amount involved, exclusive of interest and costs, 
exceeds 10 percent of the current assets of the registrant 
and its subsidiaries on a consolidated basis. Any such pro- 
ceedings by governmental authorities shall be deemed 
material and shall be described whether or not the amount 
of any claim for damages involved exceeds 10 percent of 
current assets on a consolidated basis and whether or not 
such proceedings are considered ‘ordinary routine litiga- 
tion incidental to the business’; provided however, that 
such proceedings which are similar in nature may be 
grouped and described generically stating: the number of 
such proceedings in each group; a generic description of 
such proceedings; the issues generally involved; and, if 
such proceedings in the aggregate are material to the busi- 
ness or financial condition of the registrant, the effect of 
such proceedings on the business or financial condition of 
the registrant. 


FORM 10-K 


VILL. Item 1(b) of Form 10-K is amended by adding there- 
to a new paragraph reading as follows: 


(7) The material effects that compliance with Federal, 
State and local provisions which have been enacted or 
adopted regulating the discharge of materials into the 
environment, or otherwise relating to the protection of 
the environment, may have upon the capital expendi- 
tures, earnings and competitive position of the regis- 
trant and its subsidiaries. 


1X. Item 5 of Form 10-K is amended as follows: 
Item 5. Legal Proceedings 


Briefly describe any material pending legal proceedings, 
other than ordinary routine litigation incidental to the 
business, to which the registrant or any of its subsidiaries 
is a party or of which any of their property is the sub- 
ject. Include the name of the court or agency in which 
the proceedings are pending, the date instituted, the prin- 
cipal parties thereto, a description of the factual basis 
alleged to underlie the proceeding and the relief sought. 
Include similar information as to any such proceedings 
known to be contemplated by governmental authorities. 
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Instructions. 1. (No change) 


2. No information need be given with respect to any 
proceeding which involves primarily a claim for damages 
if the amount involved, exclusive of interest and costs, 
does not exceed 10 percent of the current assets of the 
registrant and its subsidiaries on a consolidated basis. How 
ever, if any proceeding presents in large degree the same 
issues as Other proceedings pending or known to be con 
templated, the amount involved in such other proceedings 
shall be included in computing such percentage 


3. (No change) 


4. Notwithstanding the foregoing, administrative or 
judicial proceedings arising under any Federal, State or 
local provisions which have been enacted or adopted reg 
ulating the discharge of materials into the environment or 
otherwise relating to the protection of the environment, 
shall not be deemed “‘ordinary routine litigation incidental! 
to the business’’ and shall be described if such proceeding 
is material to the business or financial condition of the 
registrant or if it involves primarily a claim for damages 
and the amount involved, exclusive of interest and costs, 
exceeds 10 percent of the current assets of the registrant 
and its subsidiaries on a consolidated basis. Any such pro 
ceedings by governmental authorities shall be deemed 
material and shall be described whether or not the amount 
of any claim for damages involved exceeds 10 percent of 
current assets On a consolidated basis and whether or not 
such proceedings are considered ‘‘ordinary routine litiga 
tion incidental to the business’; provided however, that 
such proceedings which are similar in nature may be 
grouped and described generically stating 
such proceedings in each group; a generic description of 
such proceedings; the issues generally involved; and, if 
such proceedings in the aggregate are material to the busi 
ness or financial condition of the registrant, the effect of 
such proceedings on the business or financial condition of 
the registrant. 


the number of 


FORM 8-K 
X. Item 3 of Form 8-K is amended as follows 
Item 3. Legal Proceedings 


(a) Briefly describe any material legal proceedings, 
other than ordinary routine litigation incidental to the 
business, to which the registrant or any of its subsidiaries 
has become a party or of which any of their property has 
become the subject. Include the name of the court or 
agency in which the proceedings are pending, the date 
instituted, the principal parties thereto, a description of 
the factual basis alleged to under the proceedings and the 
relief sought. 


(b) (No change) 
Instructions. 1. (No change) 


2. No information need be given with respect to any 
proceeding which involves primarily a claim for damages 
if the amount involved, exclusive of interest and costs, 
does not exceed 10 percent of the current assets of the 
registrant and its subsidiaries on a consolidated basis. How 


ever, if any proceeding presents in large degree the same 
issues as Other proceedings pending or known to be con 
templated, the amount involved in such other proceedings 
shall be included in computing such percentage 


3.(No change) 


4. Notwithstanding the foregoing, administrative or 
judicial proceedings arising under any Federal, State or 
local provisions regulating the discharge of materials into 
the environment or otherwise relating to the protection of 
the environment, shall not be deemed “‘ordinary routine 
litigation incidental to the business’’ and shall be described 
if such proceeding is material to the business or financial 
condition of the registrant or if it involves primarily a 
claim for damages and the amount involved, exclusive of 
interest and costs, exceeds 10 percent of the current assets 
of the registrant and its subsidiaries on a consolidated 
basis. Any such proceedings by governmental authorities 
shall be deemed material and shall be described whether 
or not the amount of any claim for damages involved ex 
ceeds 10 percent of current assets on a consolidated basis 
and whether or not such proceedings are considered 
“ordinary routine litigation incidental to the business” 
provided however, that such proceedings which are similar 
in nature may be grouped and described generically stat 
ing: the number of such proceedings in each group; a 
generic description of such proceedings; the issues gen 
erally involved; and, if such proceedings in the aggregate 
are material to the business or financial condition of the 
registrant, the effect of such proceedings on the business 


or financial condition of the registrant 


The foregoing amendments are adopted pursuant to Sec 
tions 6, 7, 8, 10 and 19(a) of the Securities Act of 1933 
and Sections 12, 13, 15(d) and 23(a) of the 
Exchange Act of 1934. The amendments shall be effective 
with respect to reports and registration statements filed 


on or after July 3, 1973 


Securities 


By the Commission 


Ronald F. Hunt 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10111/April 16, 1973 


Admin. Proc. File No. 3-2990 


In the Matter of 


ROBERT L. RAFF 
Seattle, Washington 


FINDINGS, OPINION AND ORDER BARRING ASSO- 
CIATION WITH BROKER-DEALER 
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BROKER-DEALER PROCEEDINGS 
Grounds for Bar from Association with Broker-Dealer 


Where former principal of registered broker-dealer aided 
and abetted violations of anti-fraud, net capital and 
recordkeeping provisions of Securities Exchange Act, 
failed to exercise proper supervision to prevent violations, 
and was subject to permanent injunction against viola 
tions of such provisions, he/d, appropriate in public inter- 
est to bar him from association with broker-dealer 


APPEARANCES: 


Floyd L. Newland, of Karr, Tuttle, Koch, Campbell, 
Mawer & Morrow, for Robert L. Raff 


Lane B. Emory, of Seattle Regional Office of the Com 
mission, for the Division of Enforcement 


After hearings in these proceedings pursuant to Sections 
15(b) and 15A of the Securities Exchange Act of 1934, 
the administrative law judge filed an initial decision in 
which he found, among other things, that Robert L. Raff, 
formerly president and principal stockholder of a regis 
tered broker-dealer, during 1970 and 1971 had willfully 
aided and abetted violations of the anti-fraud, net capital 
and recordkeeping provisions of Sections 10(b), 15(c)(3) 
and 17(a) of the Exchange Act and Rules 10b-5, 15c3-1, 
17a-3 and 17a-4 thereunder; failed to exercise reasonable 
supervision Over persons subject to his supervision with a 
view to preventing such violations; and was subject to a 
permanent injunction entered by the United States Dis- 
trict Court of the Western District of Washington, on his 
consent, against violations of such provisions. The admin- 
istrative law judge concluded that, under the circum 
stances, an order barring Raff from association with any 
broker or dealer was required in the public interest. 


Raff does not except to the findings of violations. He 
appeals only from the conclusion that an order barring 
him from association with a broker-dealer is required in 
the public interest. He argues that such an action would 
be unduly harsh and that the public interest would be 
adequately protected by his suspension from association 
with a broker-dealer for a period of nine months with 
any further association being restricted to positions where 
he would be under appropriate supervision. He also notes 
that as a practical matter he has not been in the securities 
business since he terminated his relationship with the 
broker-dealer registrant in February 1971. ! 


We granted Raff's petition for review of the sanction set 
forth in the initial decision. After an independent review 
of the record, we conclude that the factors adverted to 

by Raff are insufficient to outweigh the public interest 

factors cited by the administrative law judge. Hence we 

affirm his conclusion that Raff should be barred. 


As the administrative law judge noted, while registrant 
was in serious net capital difficulties Raff made incom- 
plete and misleading statements to persons from whom he 
sought subordinated loans and directed that entries be 
made in registrant's books and records which made them 


inaccurate, incomplete and misleading, with the result that 
registrant carried on business as usual when remedial meas- 
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ures were required. These violations were serious and re- 
lated to key provisions of the Exchange Act, and they 
cannot be excused by Raff's assertion that his conduct 
was motivated by his hope and desire to keep registrant 
in business in the interests of its employees and clients. 
And as the administrative law judge further noted, a bar 
order is not necessarily a permanent exclusion from the 
securities business; such an order may be modified upon 
application by a respondent for permission in the future 
to re-enter the business upon an appropriate showing and 
subject to conditions designed to protect the public in- 
terest. 


Accordingly, 1T 1S ORDERED that Robert L. Raff be, 
and he hereby is, barred from being associated with a 
broker or dealer. 


By the Commission (Commissioners OWENS, HERLONG 
and LOOMIS), Chairman COOK and Commissioner 
EVANS not participating. 


Ronald F. Hunt 
Secretary 


TRegistrant did not seek review of the decision of the 
administrative law judge suspending its broker-dealer reg- 
istration for 60 days and that decision has become final. 
Fox-Raff & Co., Inc., Securities Exchange Act Release 
No. 9893 (December 7, 1972). At that time the firm was 
involved in proceedings under Chapter XI of the Bank- 
ruptcy Act in the United States District Court for the 
Western District of Washington. 


2Pennaluna & Company, Inc., Securities Exchange Act 
Release No. 8892, p. 3 (May 27, 1970). 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10112/April 16, 1973 


The SEC has issued an order for public administrative 
proceedings against E. F. Henderson & Co., Inc., a New 
York City broker-dealer, Melvin Schneiderman of New 
York City, Hale Securities Corporation, a Jericho, New 
York broker-dealer, Lincoln Securities, a Bellmore, New 
York broker-dealer, Abe Camhi of Bellmore, New York, 
Abe Camhi d/b/a Lincoln Securities, a Bellmore, New 
York broker-dealer, Richard Greenberg of Massapequa, 
New York, Gary Fredericks of New York City, Harvey 
Bertram Pollak of East Hampton, New York, Hyer & 
Lowe, Inc., a New York City broker-dealer, Michael 
Caricato of New York City, Matthew Russo of Miami, 
Florida, Walter Topper of Matawan, New Jersey, Murray 
Levine of New York City and Bruce Halpern of New 
Rochelle, New York. E. F. Henderson & Co., Inc. Melvin 
Schneiderman, Lincoln Securities, Richard Greenberg, Abe 
Camhi, Gary Fredericks, Harvey Bertram Pollak, Hyer & 
Lowe, Inc., Michael Caricato, Matthew Russo, Walter 
Topper, Murray Levine and Bruce Halpern are alleged to 
have violated and aided and abetted violations of the anti- 
fraud provisions of the Securities Act of 1933 and the 
Securities Exchange Act of 1934 in connection with the 
offer, sale and purchase of the stock of Belmont Fran- 
chising Corp. In addition Lincoln Securities, Abe Camhi 
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d/b/a Lincoln Securities, Abe Camhi and Harvey Bertram 
Pollak are charged with failing to adequately supervise 
Lincoln Securities and Abe Camhi d/b/a Lincoln Securities 
are also charged with failing to file with the Commission 
reports of their financial condition for the calendar years 
1970 and 1971. 


The Commission also charged Hyer & Lowe, Inc. and 
Michael Caricato with failing to promptly disclose in an 
amendment to its Form BD that Hyer & Lowe, Inc. had 
moved its office and books and records to a new location. 
Also Hyer & Lowe, Inc., Michael Caricato and Bertram 
Harvey Pollak are charged with failing to make and retain 
accurate records in that the books and records of Hyer & 
Lowe, Inc. and a broker-dealer of which Pollak was a 
principal contain trades in Belmont stock with false dates 
and times. Hale Securities Corporation is charged with 
employing Greenberg after he had engaged in the allegedly 
violative conduct. 


A hearing will be scheduled by further order to take evi- 
dence on the staff allegations and to afford the respond- 
ents an opportunity to offer any defense thereto for the 
purpose of determining whether the allegations are true 
and, if so, what if any remedial action should be ordered 
by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10113/April 17, 1973 


The Securities and Exchange Commission ordered the 
temporary suspension of over-the-counter trading in the 
securities of Trionics Engineering Corporation (‘‘Trionics’’), 
a Maryland corporation located in Staten Island, New 
York for a ten-day period commencing at 10:15 a.m. 
(EST) on April 17, 1973 and terminating at midnight on 
April 26, 1973. 


The suspension was ordered because of questions raised 
concerning recent market activity in the company’s stock. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer 
is uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiarized 
himself with said rule and is certain that all of its provi- 
sions have been met. If any broker or dealer enters any 
quotation which is in violation of said rule, the Commis- 
sion will consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10114/April 17, 1973 


The SEC has issued a notice under the Securities Exchange 
Act of 1934 giving interested persons until April 28 to 
request a hearing upon applications of the PBW Stock 
Exchange, Inc. for unlisted trading privileges in the fol- 
lowing securities: 


Carrier Corp. - Warrants expiring July 1976 

Continental Telephone Corp. - Warrants expiring Nov. 
1974 

National General Corp. - Warrants expiring Jan. 1976 

Williams Companies - Warrants expiring May 1974 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10115/April 19, 1973 


Admin. Proc. File No. 3-4178 
In the Matter of 


HOLT, MURDOCK SECURITIES, INC. 
801 North Main Street 

Helena, Montana 

(8-16159) 


LESLIE D. MURDOCK 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


Holt, Murdock Securities, Inc., a registered broker-dealer 
(“registrant’’), and its president, Leslie D. Murdock, 
respondents in these proceedings pursuant to Sections 
15(b) and 15A of the Securities Exchange Act and Sec- 
tion 10(b) of the Securities Investor Protection Act, failed 
to file an answer as required by the order for proceedings 
served upon them and Rule 7 of the Commission’s Rules 
of Practice. Under subdivision (e) of that Rule, respond- 
ents are deemed to be in default and the proceedings may 
be determined against them upon consideration of the 
order for proceedings, the allegations of which may be 
deemed to be true. 


Accordingly, on the basis of the allegations in the order 
for proceedings, it is found that at various times between 
January 21 and July 26, 1972 respondents willfully vio- 
lated or willfully aided and abetted violations of the fol- 
lowing sections of the Exchange Act and rules thereunder: 


1. Section 10(b) and Rule 10b-5 in that in connection 
with the purchase and sale of securities respondents made 
false and misleading statements concerning the fact that 
registrant was insolvent or on the verge of insolvency; 


2. Section 15(c)(2) and Rule 15c2-4 in that registrant, 
while participating in a distribution of common stock of 
Cavalier Mfg., Co., Inc., accepted part of the sales price 
of such stock without promptly transmitting the money 
or other consideration it received to the persons entitled 
thereto; 
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3. Section 15(c)(3) and Rule 15c3-1 in that registrant en- 
gaged in the securities business when its aggregate indebt- 
edness exceeded 2,000 percent of its net capital and it 
did not have and maintain net capital of not less than 
$5,000; and 


4. Section 17(a) and Rules 17a-3 and 17a-11 in that reg- 
istrant failed to make accurately and keep current cer- 

tain books and records, to give the Commission telegraphic 
notice that its net capital was less than required and its 
books and records were not current, and to file reports of 
its financial condition and of steps being taken to update 
its records. 


On July 26, 1972 the United States District Court for the 
District of Montana, pursuant to the Securities Investor 
Protection Act, appointed a trustee for the liquidation of 
registrant’s business and later permanently enjoined re- 
spondents from violation of the above sections of the 
Exchange Act and rules thereunder. 1 


In view of the foregoing, it is in the public interest to 
revoke registrant’s broker-dealer registration and to bar 
Murdock from association with any broker or dealer. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of Holt, Murdock Securities, Inc. be, 
and it hereby is, revoked and that Leslie D. Murdock be, 
and he hereby is, barred from association with any broker 
or dealer. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1$.E.C. v. Holt, Murdock Securities, Inc., et al., Civil 
Action File No. 2198 (July 28, 1972). 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10116/April 20, 1973 


NOTICE OF ADOPTION OF AMENDMENTS TO REG- 
ISTRATION AND REPORT FORMS TO REQUIRE DIS- 
CLOSURE WITH RESPECT TO COMPLIANCE WITH 
ENVIRONMENTAL REQUIREMENTS AND OTHER 
MATTERS 


See Securities Act Release No. 5386/April 20, 1973. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10117/April 20, 1973 


Admin. Proc. File No. 3-3927 


In the Matter of 


JOHN, EDWARD & COMPANY, INC. 
24 Hanover St., Lebanon, New Hampshire 
(8-13658) 


8/SEC DOCKET 


EDGAR J. GAGLIARDI 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange and the Securities Investor Protection Acts, 
John, Edward & Company, Inc., (“‘registrant’’), a regis- 
tered broker-dealer and a member firm of the National 
Association of Securities Dealers, Inc. (“NASD”), and 
Edgar J. Gagliardi, its president, failed to file answers as 
required by the order for proceedings served upon them. 
Rule 7(e) of the Commission’s Rules of Practice provides 
that upon such a failure a respondent shall be deemed in 
default and the proceedings may be determined against 
him upon consideration of the order for proceedings, the 
allegations of which may be deemed true. 


Accordingly, on the basis of the allegations in the order 
for proceedings, it is found that, during the period from 
about December 1, 1970 to April 15, 1971, registrant, 
willfully aided and abetted by Gagliardi, willfuiiy violated: 


1. Section 7(c)(1) of the Exchange Act and Regulation T 
promulgated thereunder by the Board of Governors of the 
Federal Reserve System in that registrant failed promptly 
to cancel or otherwise liquidate transactions of customers 
who purchased securities in special cash accounts and did 
not make full payment for the securities within seven 
business days; and 


2. Section 17(a) of the Exchange Act and Rule 17a-3 
thereunder in that registrant failed to make accurately and 
keep current certain books and records. 


On April 15, 1971, respondents, without admitting or 
denying the allegations of the Commission’s complaint, 
consented to the entry of a permanent injunction enjoin- 
ing them from further credit and record-keeping violations 
and from engaging in the securities business while unable 
to execute orders promptly and make prompt settlement 
therefor. 1 On July 1, 1971, a trustee was appointed for 
registrant pursuant to Section 5(b) of the Securities In- 
vestor Protection Act, based upon the Court’s finding that 


registrant’s customers were in need of the Act’s protection. 


In view of the foregoing, it is in the public interest to re- 
voke registrant’s broker-dealer registration, to expel it 
from NASD membership, and to bar Gagliardi from asso- 
ciation with any broker-dealer. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of John, Edward & Company, Inc. be, 
and it hereby is, revoked; that John, Edward & Company, 
Inc. be, and it hereby is, expelled from membership in the 
National Association of Securities Dealers, Inc.; and that 
Edgar J. Gagliardi be, and he hereby is, barred from being 
associated with any broker or dealer. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1Civil Action No. 3293 (D.N.H.). 
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SECURITIES EXCHANGE ACT OF 1934 


Rel. No. 10118/April 20, 1973 


Admin. Proc. File No. 3-3458 


In the Matter of 


KARTER SECURITIES COMPANY, INC. 
505 Jefferson Street 

Toledo, Ohio 

(8-13576) 


FIN-TEK CORPORATION 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Karter Securities Company, Inc. (‘‘regis- 
trant’”’), a registered broker-dealer and a member firm of 
the National Association of Securities Dealers, Inc. 
(“NASD”), and Fin-Tek Corporation, beneficial owner of 
all of registrant’s outstanding common stock, failed to file 
answers as required by the order for proceedings served 
upon them. Rule 7(e) of the Commission’s Rules of Prac- 
tice provides that upon such a failure a respondent shall 
be deemed in default and the proceedings may be deter- 
mined against it upon consideration of the order for pro- 
ceedings, the allegations of which may be deemed true as 
to it. 


Accordingly, on the basis of the allegations in the order 
for proceedings, it is found that: 1 


1. During the period from about October 5, 1970 to 
March 31, 1971, registrant willfully violated Section 17(a) 
of the Securities Act and Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder in that it sold common 
stock of North Atlantic Corporation and Scots Inn Man- 
agement Co. at excessive and unreasonable prices. 


2. During the period from about October 1, 1970 to 
March 31, 1971, registrant willfully violated Section 7(c) 
(1) of the Exchange Act and Regulation T promulgated 
thereunder by the Board of Governors of the Federal Re- 
serve System in that it failed promptly to cancel or other- 
wise liquidate transactions of customers who purchased 
securities in special cash accounts and did not make full 
payment therefor within seven business days. 


3. During the period from about December 1, 1970 to 
March 31, 1971, registrant willfully violated Section 15(c) 
(3) of the Exchange Act and Rule 15c3-1 thereunder in 
that it effected securities transactions when its aggregate 
indebtedness to all other persons exceedéd 2000% of its 
net capital and it did not have and maintain a minimum 
net capital of $5,000. 


4. During the period from about February 28 to Decem- 

ber 21, 1971, registrant willfully violated Section 17(a) of 
the Exchange Act and Rules 17a-3 and 17a-5 thereunder 

in that it failed to make accurately and keep current cer- 

tain books and records, and failed to file its 1970 report 

of financial condition within the required time. 


5. During the period from about October 1, 1970 to 
March 31, 1971, registrant and Fin-Tek failed to exercise 
reasonable supervision with a view to preventing the above 
violations. 


In view of the foregoing, it is in the public interest to re- 
voke registrant’s broker-dealer registration, to expel it 
from NASD membership, and to bar Fin-Tek from asso- 
ciation with any broker-dealer. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of Karter Securities Company, Inc. be, 
and it hereby is, revoked; that Karter Securities Com- 
party, Inc. be, and it hereby is, expelled from membership 
in the National Association of Securities Dealers, Inc.; and 
that Fin-Tek Corporation be, and it hereby is, barred 
from being associated with any broker or dealer. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 


Secretary 


iThe findings herein are not binding on any other 
respondent in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10119/April 20, 1973 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Ex- 
change Act of 1934 involving Midland Securities Corpora- 
tion (Registrant), a registered broker-dealer of Edina, 
Minnesota. Also named as respondents are Richard B. 
Berdah! (Berdahl), Robert O. Knutson (Knutson), William 
H. Harrison (Harrison), Bruce L. Hankerson (Hankerson), 
and James R. Ehlen (Ehlen), All individual respondents 
except Ehlen were or are officers of Registrant. Ehlen 
was employed during a portion of 1972 to supervise Reg- 
istrant’s back office operations. 


The proceedings are based upon allegations of the Com- 
mission’s staff that Registrant, variously aided and abetted 
by the individual respondents, violated the anti-fraud pro- 
visions of the Securities Act of 1933 (Securities Act) and 
the Securities Exchange Act of 1934 (Exchange Act) and 
the Rules thereunder in Registrant’s conduct, as principal 
underwriter, of two public offerings of securities; and vio- 
lated certain of the reporting, net capital and bookkeep- 
ing provisions of the Exchange Act and Rules thereunder. 
Also alleged are violations by Registrant, aided and abetted 
by Berdahl, Knutson and Hankerson, of the customer cred- 
it provisions of the Exchange Act and of Regulation T 
promulgated thereunder by the Board of Governors of the 
Federal Reserve System. Additionally, the staff alleges 
that Registrant, Berdahl, Knutson, Harrison and Hanker- 
son failed reasonably to supervise persons subject to their 
supervision to prevent such violations. 


A hearing will be scheduled by further order to take evi- 
dence on the staff allegations and to afford the respond- 
ents an opportunity to offer any defenses thereto, for 
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the purpose of determining whether the allegations are 
true and, if so, whether any action of a remedial nature 
should be ordered by the Commission. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17932/April 16, 1973 


Admin. Proc. File No. 3-4102 
In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
280 Park Avenue 
New York, New York 10017 


ARKANSAS POWER & LIGHT COMPANY 
Ninth and Louisiana Streets 

Little Rock, Arkansas 72203 

(70-5326) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES 
BY HOLDING COMPANY TO BANKS AND INTRA- 
SYSTEM ISSUE AND SALE OF COMMON STOCK 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 


Inc. (‘‘Middle South”’), a registered holding company, and 


Arkansas Power & Light Company (‘‘Arkansas’’), a public- 


utility subsidiary company of Middle South, have filed 
with this Commission an application-declaration and an 
amendment thereto pursuant to the Public Utility Hold- 
ing Company Act of 1935 (‘‘Act’’), designating Sections 
6(a), 6(b), 7, O(a), 10 and 12(f) of the Act and Rule 43 
promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
application-declaration, which is summarized below, for 
a complete statement of the proposed transactions. 


Middle South proposes to issue and sell its unsecured 
promissory notes, in an aggregate principal amount of 
$20,000,000, to New York commercial banks, namely, 
Chase Manhattan Bank, N.Y. ($10,000,000) and Manu- 
facturers’ Hanover Trust Company of New York 
($10,000,000). 


The proposed notes will be payable not more than nine 
months from the date of issuance, will bear interest on 
the unpaid principal amount thereof at a rate per annum 
equal to the commercial loan rate of the individual bank 
from time to time in effect on borrowings having a 90- 
day maturity (‘‘the prime rate’’) to responsible and sub- 
stantial corporate borrowers, and will, at the option of 
Middle South, be prepayable at any time, in whole or in 
part without premium. 


Unless prepaid, the notes will be repaid at maturity out 
of funds available to Middle South from its business or 
derived from the issuance and sale of similar short-term 


securities, subject to further regulatory approval, if neces- 


sary. Middle South maintains working balances at these 
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banks, of which an amount equal to ten percent of the 
outstanding balance of such notes may be deemed to be 
compensating balances. Such 10% compensating balance 
requirement results in an effective cost of borrowing of 
7.22% per annum, assuming a 6-1/2% prime rate. 


Middle South proposes to use the proceeds of the bor- 
rowings to purchase additional shares of common stock of 
Arkansas as described below. 


Arkansas proposes to issue and sell to Middle South (the 
holder of all of the issued and outstanding shares of 
Arkansas’ common stock, $12.50 par value), and Middle 
South proposes to acquire at the par value thereof, 
1,600,000 additional shares of Arkansas’ authorized but 
unissued common stock aggregating $20,000,000 in par 
value. Upon completion of the proposed transaction, 
Arkansas will have outstanding 17,790,000 shares of com- 
mon stock, $12.50 par value, having an aggregate par 
value on its books of $222,375,000. Arkansas proposes to 
use the net proceeds from the sale of the additional com- 
mon stock for the payment of bank loans and commer- 
cial paper indebtedness made or incurred for the tempo- 
rary financing of Arkansas’ construction program. Arkan- 
sas estimates that its construction program for 1973 will 
result in expenditures of approximately $170,600,000. 


The sale of the additional common stock by Arkansas has 
been expressly authorized by the Arkansas Public Service 
Commission, and an application regarding that transaction 
is pending before the Tennessee Public Service Commis- 
sion. It is stated that no other State commission and no 
Federal commission, other than this Commission, has juris- 
diction over the proposed transactions. Fees and expenses 
in connection with the proposed transactions are estimated 
at $5,000. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 9, 1973, request in writing that 
a hearing be held ca such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the ap- 
plicants-declarants at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney-at-law, 
by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as amend- 
ed or as it may be further amended, may be granted and 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate 
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Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17933/April 18, 1973 


Admin. Proc. File No. 3-4275 
In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


OHIO POWER COMPANY 
301 Cleveland Avenue, S.W. 
Canton, Ohio 44702 
(70-5318) 


NOTICE OF PROPOSED INTRA-SYSTEM TRANSFER 
OF UTILITY PLANT UNDER CONSTRUCTION AND 
RELATED TRANSACTIONS 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (‘““AEP’’), a registered holding com- 
pany and two of its electric utility subsidiary companies, 
Appalachian Power Company (“‘Appalachian’’) and Ohio 
Power Company (“Ohio’’) have filed a joint application- 
declaration and amendments thereto with this Commis- 
sion pursuant to Sections 9(a)(1), 10, and 12 of the Pub- 
lic Utility Holding Company Act of 1935 (‘‘Act’’) and 
Rules 43, 45, and 91 promulgated thereunder regarding 
the following proposed transactions. 


Ohio and Appalachian are engaged in the construction of 
three coal fired generation units. The units are located 
near Scary, West Virginia and are denominated as the 
John E. Amos Plant, Units Nos. 1-3. Units Nos. 1 and 2 
were constructed by Appalachian and were placed into 
commercial operation on September 1, 1971 and June 6, 
1972. Ohio commenced construction of Unit No. 3 in 
1970 and it is anticipated that it will be completed during 
October, 1973. 


Ohio now proposes to transfer to Appalachian an un- 
divided one-third interest in Unit No. 3 for an amount 
equal to one-third of Ohio's total investment in the unit 
at the time of transfer, an amount estimated to be 
$80,000,000. Following the transfer, Appalachian will pay 
Ohio one-third of the cost to complete the unit or reim- 
burse Ohio for any such payments. 


AEP, Ohio and Appalachian represent that the proposed 
exchange is necessitated by Ohio’s inability to permanent- 
ly finance both Unit No. 3 and the balance of its 1973 
construction program, which is estimated to cost 
$377,000,000. It is stated that Ohio's ratio of earnings to 
fixed charges for the twelve month period ended Febru- 






ary 28, 1973 was 2.15 while its short-term notes out 
standing were approximately $48,200,000. It is further 
stated that owing to Ohio’s low ratio of earnings to fixed 
charges and the substantial sum of short-term notes out- 
standing, Ohio would be able to issue only $42,000,000 
of long-term debt securities, assuming an interest rate 

of 8%. 


The Applicants-Declarants state that Appalachian will be 
able to permanently finance Unit No. 3 because its ratio 
of earnings to fixed charges for the twelve month period 
ended February 28, 1973 was 2.26, its short-term notes 
outstanding amounted to only $5,000,000, and its con- 
struction program for 1973 will cost approximately 
$130,000,000. If the proposed transfer is effectuated, 
Appalachian’s construction program for 1973 will cost 
approximately $210,000,000, an amount that is repre- 
sented to be within the financing capacity of the company. 


The Application-Declaration further states that while no 
load flow studies, system stability analysis or production 
cost studies were performed prior to making the determi- 
nation that the transfer of unit No. 3 was to be proposed, 
it is represented that the transfer will have a beneficial 
effect on Appalachian’s capacity reserve margins. It is 
stated that without the transfer Appalachian’s reserve 
capacity would be 18.2%, 11.3%, 3.0% and 9.8% for the 
years 1973-1976 inclusive, while the additional capacity 
of Unit No. 3 will result in reserve margins of 29.6%, 
22.1%, 13.2% and .3% for the same period. Appalachian 
alleges that the projected reserve capacity deficiencies 
have been caused by delays in the licensing of the 1,800 
mw Blue Ridge Hydroelectric Project. It is now expected 
that this additional capacity will not be available until 
1980, and it is represented that the base load generation 
to be furnished Appalachian through the transfer of one- 
third of Unit No. 3 will supplant the previously antici- 
pated peaking capacity from the Blue Ridge Project. 


The Applicants-Declarants further state that if the pro- 
posed transfer is completed prior to the time the unit is 
placed in service, Appalachian will be entitled to a Busi- 
ness and Occupation tax credit of $8,000,000. This credit 
will be spread uniformly over a ten-year period. 


By amendment, the Applicants-Declarants indicate that 
Appalachian and Ohio will account for the proposed 
transactions in conformity with the Uniform System of 
Accounts. Data regarding Appalachian’s and Ohio’s cost 
of capital will be filed by further amendment. 


The filing states that the only fees, commissions, or other 
expenses in connection with the proposed transactions 
will be transfer taxes, and miscellaneous legal and engi- 
neering fees which are currently estimated at $80,000. It 
is further stated that the proposed transfer is subject to 
the jurisdiction of the State Corporation Commission of 
Virginia and the Public Service Commission of West Vir- 
ginia, and that no other State commission and no Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 14, 1973, request in writing that 
a hearing be held on such matter, stating the nature of 

his interest, the reasons for such request, and the issues of 
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fact or law raised by the filing which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the applicants-declarants 
at the above-stated address, and proof of service (by af- 
fidavit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the joint application-declaration, as filed or as it 
may be further amended, may be granted and permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who re- 
quest a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Reg- 
ulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17934/April 19, 1973 


Admin. Proc. File No. 3-4210 

In the Matter of 

THE HARTFORD ELECTRIC LIGHT COMPANY 
Wethersfield, Connecticut 


(70-5316) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


The Hartford Electric Light Company (‘7HELCO”), a pub- 


lic-utility subsidiary company of Northeast Utilities 
(“Northeast’’), a registered holding company, has filed an 
application and an amendment thereto with this Commis- 
sion pursuant to Section 6(b) of the Public Utility Hold- 
ing Company Act of 1935 (“Act’’) and Rule 50 promul- 
gated thereunder regarding the following proposed trans- 
action. 


HELCO proposes to issue and sell, subject to the competi- 


tive bidding requirements of Rule 50 under the Act, 
$40,000,000 principal amount of First Mortgage Bonds, 
1973 Series, due May 1, 2003. The interest rate (which 
will be a multiple of 1/8 of 1%) and the price, exclusive 
of accrued interest, to be paid to HELCO (which shall be 
not less than 99% nor more than 102-3/4% of the prin- 


cipal amount thereof) will be determined by the competi- 


tive bidding. The bonds will be issued under the First 
Mortgage Indenture and Deed of Trust dated January 1, 
1958, between HELCO and The First National Bank of 
Boston, Successor Trustee, as heretofore supplemented 
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and amended and as to be further supplemented by a 
Twelfth Supplemental Indenture to be dated as of May 1, 
1973, which contains a prohibition until May 1, 1978 
against refunding the issue which or in anticipation of the 
proceeds of borrowings at a lower interest cost. Said sup- 
plemental indenture will also contain a minor clarifying 
amendment to HELCO’s Indenture relating to the issuance 
of bonds to refund bonds previously retired. 


It is stated that the net proceeds from the issue and sale 
of the bonds, together with a capital contribution of 
$15,000,000 from Northeast scheduled for March, 1973 
(File No. 70-5308), will be used to repay a portion of 
short-term borrowings incurred in financing HELCO’s con- 
struction program. It is estimated that, after such applica- 
tion of the capital contribution and the proceeds from 
such sale of the 1973 series bonds, short-term borrowings 
of approximately $5,000,000 will remain outstanding. 


HELCO’s construction program for 1973 is estimated to 
total approximately $79,000,000. It is stated that the con- 
struction program will require an additional $25 million of 
external financing which the company contemplates will 
be obtained temporarily through short-term borrowings. 


The issue and sale of the bonds has been authorized by 
the Connecticut Public Utilities Commission. No other 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. The fees and expenses to be incurred in connec- 
tion with the proposed transaction are estimated at 
$141,000 including counsel fees of $22,500 and account- 
ing fees of $12,000. Fees of counsel for the underwriters, 
to be paid by the successful bidders, are estimated at 
$15,000. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 17913), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that said application as amended, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forth- 
with, subject to the terms and conditions prescribed in 
Rules 24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Reg- 
ulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17935/April 20, 1973 


Admin. Proc. File No. 3-4259 
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In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
320 Park Avenue 
New York, New York 10022 


MONONGAHELA POWER COMPANY 
1310 Fairmont Avenue 
Fairmont, West Virginia 26554 


THE POTOMAC EDISON COMPANY 
Downsville Pike 
Hagerstown, Maryland 21740 


WEST PENN POWER COMPANY 
Cabin Hill 

Greensburg, Pennsylvania 15601 
(70-5329) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK OF SUBSIDIARY COMPANIES AND 
ACQUISITION AND PLEDGE THEREOF BY 
HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Allegheny Power Sys- 
tem, Inc. (““APS"’), a registered holding company, and its 
wholly-owned electric utility subsidiary companies, 
Monongahela Power Company (‘‘Monongahela’’), The 
Potomac Edison Company (‘Potomac Edison’’), and West 
Penn Power Company (‘‘West Penn’’), have filed an ap- 
plication-declaration with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 (‘Act’), 
designating Sections 6, 7, 9, and 10 thereof as applicable 
to the proposed transactions. All interested persons are 
referred to the application-declaration, which is summa- 
rized below, for a complete statement of the proposed 
transactions. 


Each of the subsidiary companies proposes to issue and 
sell to APS, and APS proposes to acquire, from time to 
time prior to September 30, 1973, additional shares of 
their common stock for a cash consideration equal to the 
aggregate par or stated values thereof, as follows: 


Subsidiary Company 
and Title of Issue 


Proposed to Cash 
be Issued Considerations 


Monongahela common 
stock, $50 par value 
Potomac Edison common 
stock, no par value 
(stated value, $20) 

West Penn common 
stock, no par value 
(stated value, $20) 


100,000 shares $ 5,000,000 


250,000 shares 5,000,000 


500,000 shares 10,000,000 
APS states that the funds necessary to purchase the stock 
will be obtained through internal sources and short-term 
borrowings. The net proceeds from the sale of the stock, 
together with other corporate funds, are to be used by 
the subsidiary companies to finance their construction 
programs. Construction expenditures for 1973 and 1974 
are estimated at $96,000,000 for Monongahela, 
$83,000,000 for Potomac Edison, and $158,000,000 for 
West Penn. All of the presently outstanding shares of 





common stock of Monongahela, Potomac Edison, and 
West Penn is owned by APS. 


APS proposes to pledge with Chemical Bank, Trustee 
under the Trust Indenture dated as of September 1, 1949, 
as supplemented, securing its 3-1/2% Sinking Fund Col- 
lateral Trust Bonds, all of the acquired shares of common 
stock of Monongahela and Potomac Edison and 473,178 
of the shares of West Penn. 


The fees and expenses, including legal fees, to be paid in 
connection with the issue and sale of the additional shares 
of the subsidiary companies’ common stock are estimated 
not to exceed $2,500. It is stated that the Pennsylvania 
Public Utility Commission, the Ohio Public Utilities Com- 
mission, and the Maryland Public Service Commission 
have jurisdiction over the proposed transactions. No other 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 21, 1973, request in writing that 
a hearing be held on such matter, stating the nature of 

his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or by 
mail .(air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the ap- 
plicants-declarants at the above-stated addresses, and proof 
of service (by affidavit or, in case of an attorney-at-law, by 
certificate) should be filed with the request. At any time 
after said date, the application-declaration, as filed or as 
it may be amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request 

a hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Reg- 
ulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17936/April 20, 1973 


Admin. Proc. File No. 3-4185 

In the Matter of 

EASTERN UTILITIES ASSOCIATES 
Boston Massachusetts 


(70-5314) 
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ORDER AUTHORIZING AMENDMENT OF DECLARA- 
TION OF TRUST 


Eastern Utilities Associates (‘‘EUA’’), a registered holding 
company, has filed a declaration and amendments thereto 
with this Commission pursuant to Sections 6(a), 7, and 
12(e) of the Public Utility Holding Company Act of 1935 
(‘Act’) and Rule 62 promulgated thereunder regarding the 
following proposal. 


EUA proposes to amend its Declaration of Trust in order 
to broaden the indemnification of its trustees and officers 
against liabilities and expenses, including counsel fees, im- 
posed or reasonably incurred in connection with litigation 
or threatened litigation in which a trustee or officer may 
be involved by reasons of his position. It would also pro- 
vide for similar indemnification of persons who serve at 
EUA's request as directors, officers or trustees of another 
organization in which EUA has an interest. Under the 
proposed provisions, indemnification would be withheld 
as to any matter as to which the trustee or officer is ad- 
judicated ‘‘not to have acted in good faith in the reason- 
able belief that this action was in the best interests of the 
association.” It is stated that the proposal conforms to 
the express statutory standards which a business corpora- 
tion organized under the laws of Massachusetts is per- 
mitted to establish for indemnification of its directors 
and officers and that the proposed provisions are consist- 
ent with the Massachusetts law on this subject. 


EUA intends to submit the proposed amendment of its 
Declaration of Trust to its shareholders for their approval 
at its annual meeting of shareholders to be held on April 
23, 1973. In connection therewith, EUA is soliciting 
proxies from the holders of its common stock through the 
use of solicitation material which sets forth the proposed 
amendment in detail. Such solicitation was authorized by 
order of this Commission in this proceeding dated March 
15, 1973 (Holding Company Act Release No. 17907). 
The declaration states that the favorable vote of the hold- 
ers of two-thirds of the common shares of EUA outstand- 
ing and entitled to vote will be required for the proposed 
amendment and that EUA now has outstanding 2,784,945 
common shares. 


The fees and expenses incurred and to be incurred in con- 
nection with the proposed transactions are estimated at 
$7,200, including legal fees of $3,200. No State commis- 
sion and no Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 17907), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said declaration, as amended, be permitted to become 
effective: 


1T 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
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tive forthwith, subject to shareholder approval of the pro- 
posal and also subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 

















For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 





Ronald F. Hunt ' 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7771/April 16, 1973 


Admin. Proc. File No. 3-4260 i 
In the Matter of ' 


LOOMIS-SAYLES CAPITAL DEVELOPMENT 

FUND, INCORPORATED 

P.O. Box 449 

Back Bay Annex ; 
Boston, Massachusetts 02117 

(812-3394) ' 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER 
EXEMPTING FROM SECTION 22(d) OF THE ACT 
THE SALE BY AN OPEN-END INVESTMENT COM- 
PANY OF ITS SECURITIES AT OTHER THAN THE 
PUBLIC OFFERING PRICE 


NOTICE IS HEREBY GIVEN that Loomis-Sayles Capital ' 
Development Fund, Incorporated (‘‘Applicant’’), a Massa- 
chusetts corporation registered under the Investment Com- 
pany Act of 1940 (‘‘Act’’), as a diversified, open-end | 
management investment company, has filed an application 
pursuant to Section 6(c) of the Act for an order of ex- 
emption from Section 22(d) of the Act to permit Appli- 

cant to issue its redeemable securities at a price other i 
than the current public offering price in exchange for sub- 
stantially all of the assets of JWC Investment Company, 
Inc. (““JWC"’), a Michigan corporation. All interested per- 
sons are referred to the application on file with the Com- 
mission for a statement of the representations contained 
therein, which are summarized below. 


JWC is a personal holding company all of whose outstand- 
ing stock is owned of record and beneficially by only five 
persons, and by reason of that fact it is exempt from 
registration under the Act under the provisions of Section 
3(c)(1) of the Act. 


Applicant and JWC have agreed to adopt a Plan and Agree 
ment of Reorganization (‘‘Agreement’’) whereby substan- 
tially all of the assets of JWC, which had a value of ap- 
proximately $1,338,000 as of January 18, 1973, are to 

be transferred to Applicant in exchange for shares of Ap- 
plicant’s capital stock which will be distributed to tne 
shareholders of JWC in complete liquidation of JWC. 

































Applicant presently intends to sell, after acquisition there- 
of, securities of JWC having a market value on January 
18, 1973 of $619,000, which represents approximately 
46.5% of the market value of JWC’s total assets on that 
date. 


Pursuant to the Agreement, the net value of the assets of 
JWC to be transferred and the net asset value of the 
Shares of the Applicant to be issued in exchange therefor, 
will be determined in each case as of the time of close of 
trading on the New York Stock Exchange on the fifteenth 
business day following receipt of the exemption order 
herein applied for, or such earlier or later day as may be 
mutually agreed upon in writing. The Agreement also re- 
quires that in determining the number of shares of Appli- 
cant to be delivered to JWC, the aggregate market value 
of the assets of JWC shall be reduced by an amount, if 
any, determined by application of a formula designed to 
compensate the Applicant for any increased tax liability 
which may result by reason of its acquisition of the assets 
of JWC. If the valuation date had been January 18, 1973, 
when the net asset value of Applicant's stock was $14.42, 
JWC would have received approximately 92,732 shares of 
Applicant’s stock as a result of the aforementioned ad- 
justment. 


Applicant represents that while Loomis-Sayles & Com- 
pany, Incorporated, the investment adviser to the Appli- 
cant, provides investment advice to JWC with respect to 
a third of its portfolio, the Agreement between JWC and 
Applicant was negotiated at arms-length by the officers 
of JWC and the Applicant. Applicant further represents 
that the granting of this application is appropriate and in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policies 
and provisions of the Act, that the terms of the proposed 
transactions are reasonable and fair and do not involve 
any over-reaching on the part of any party concerned, and 
that the proposed transactions are consistent with the 
policies of JWC and Applicant. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered open-end investment company or principal 
underwriter thereof shall sell any redeemable security 
issued by such company except at a current public offer- 
ing price described in the prospectus. The current public 
offering price of Applicant’s shares, as stated in its pro- 
spectus, is net asset value. Applicant contends that the 
making of an adjustment to the value of JWC’s assets for 
the purpose of determining the number of shares of Ap- 
plicant to be issued in exchange therefor may be con- 
sidered to result in a sale at other than net asset value. 


Section 6(c) of the Act permits the Commission, upon 
application, to exempt a transaction from any provision 
or provisions of the Act if and to the extent that such 
exemption is necessary or appropriate in the public inter- 
est and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 11, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 


if any, of fact and law proposed to be controverted, or 
he may request that he be notified if the Commission 
should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit, or in the case 
of an attorney-at-law, by certification) shall be filed con 
temporaneously with the request. At any time after said 
date, as provided by Rule 0-5 of the Rules and Regula 
tions promulgated under the Act, an order disposing of 
the Application herein may be issued by the Commission 
upon the basis of the information stated in said applica- 
tion, unless an order for a hearing on said application 
shall be issued upon request or upon the Commission's 
own motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7772/April 16, 1973 


Admin. Proc. File No. 3-4265 
In the Matter of 


SHIELDS SECURITIES CORPORATION 
44 Wall Street 

New York, New York 10005 

(812-3443) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM SECTION 30(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that Shields Securities 
Corporation (‘“Applicant’’), a registered broker-dealer, in 
connection with a proposed public offering of shares of 
common stock of Southern States Fund, Inc. (‘‘Com- 
pany’’), a registered closed-end non-diversified manage- 
ment investment company, has filed an application pur- 
suant to Section 6(c) of the Investment Company Act of 
1940 (“‘Act’’) for an order of the Commission exempting 
Applicant and its co-underwriters from Section 30(f) of 
the Act to the extent that such Section adopts Sections 
16(a), (b) and (c) of the Securities Exchange Act of 1934 
(1934 Act’’) with respect to their transactions prior to 
completion of the public offering of Company shares. All 
interested persons are referred to the application on file 
with the Commission for a statement of the representa- 
tions contained therein, which are summarized below. 


Applicant is one of the prospective representatives (‘‘Rep- 
resentatives’’) of a group of underwriters (““Underwriters’’) 
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being formed in connection with the proposed public 
offering. 


The application states that each Underwriter will execute 
an Agreement Among Underwriters, and the Representa- 
tives, acting both for themselves and as Representatives of 
the several Underwriters, will execute a Purchase Contract 
with the Company and Northwestern Investment Manage- 
ment Company, the Company’s investment adviser and a 
wholly-owned subsidiary of Northwestern Financial Corpo- 
ration. It is also contemplated that one or more dealers, 
among whom one or more of the Underwriters may be 
included, will offer to sell certain of the shares, and in 
connection with such offers and sales, each such dealer 
will execute a Selected Dealer Agreement. 


The application also states that it is intended that the 
several Underwriters will make a public offering of all of 
the Company’s shares which such Underwriters are to pur- 
chase under the Purchase Contract at the price therein 
specified, as soon on or after the effective date of the 
Company’s Registration Statement on Form S-4 (‘‘Regis- 
tration Statement’’) as the Representatives deem advisable, 
and such shares are ‘initially to be offered to the public at 
the price to the public set forth in the prospectus incor- 
porated in the Registration Statement (‘‘Prospectus”’) at 
the time the Registration Statement becomes effective 
under the Securities Act of 1933. 


Applicant states that it is not possible to determine until 
just prior to the effective date of the Registration State- 
ment the exact number of shares to be offered by the 
underwriting group and by each: Underwriter. Although 
1,000,000 shares have been included for registration in 
the Registration Statement, the actual number of shares 
which may be the subject of the proposed public offering 
may be increased or decreased by the Representatives and 
the Company, because of market conditions or otherwise, 
shortly before the effective date of the Registration State- 
ment and the proposed public offering, and thereafter de- 
pending upon the exercise of an over-allotment option 
granted to the Underwriters. In addition to purchases of 
shares from the Company and sales of shares to customers, 
there may be the usual transactions of purchase or sale 
incident to a distribution such as stabilizing purchases, 
purchases to cover over-allotments or other short positions 
created in connection with such distribution, and sales of 
shares purchased in stabilization. 


Applicant also states that it is possible that the original 
purchase obligation of any one or more of the Under- 
writers, including each of the Representatives, may exceed 
10% of the aggregate number of shares of the Company’s 
common stock to be outstanding after the purchase by 
the several Underwriters pursuant to the Purchase Con- 
tract or upon the completion of the initial public offering 
or at some interim time. Applicant further states that it 

is contemplated that the Representatives will purchase, 
immediately prior to the effective date of the Registration 
Statement, up to an aggregate of approximately 2,718 
shares of common stock of the Company providing the 
Company with one-half of its required initial net worth 
and that, as a result, one or more Representatives may 
own more than 10% of the Company’s outstanding shares 
prior to the public offering. Such shares will be purchased 
for investment and not for resale or future distribution. 
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Since Section 30(f) of the Act subjects every person who 
is directly or indirectly the beneficial owner of more than 
10% of any class of outstanding securities of the Com- 
pany to the same duties and liabilities as those imposed 
by Section 16 of the Exchange Act with respect to the 
transactions in the securities of the Company, such Under- 
writer or Underwriters would become subject to: (i) the 
reporting requirements of Section 16(a) of the 1934 Act; 
(ii) upon resale to their customers of the shares purchased 
by them, the liabilities imposed by Section 16(b) of the 
1934 Act; and (iii) the prohibition of Section 16(c) of the 
1934 Act against short sales of the shares. Applicant states 
that no purpose would be served by requiring the filing of 
reports under Section 16(a) of the 1934 Act in view of 
the disclosures in the Prospectus, the availability of rec- 
ords retained by the Representatives or Underwriters, and 
the exemption of their transactions sought from the ap- 
plication of Sections 16(b) and (c) 


Rules 16b-2 and 16c-2 under the 1934 Act exempt cer- 
tain transactions in connection with a distribution of secu- 
rities from the operation of Sections 16(b) and 16(c) of 
the 1934 Act. Applicant states that the purpose of the 
purchase of the shares by the Underwriters will be for 
resale in connection with the initial distribution of the 
shares. Applicant also states that such purchases and sales, 
therefore, will be transactions effected in connection with 
a distribution of a substantial block of securities within 
the purpose and spirit of Rule 16b-2 and, to the extent 
that there occur any short sales subject to Section 16(c), 
of Rule 16c-2. 


Applicant states that it is possible that one or more of 
the Underwriters, through their participation in the distri- 
bution of the Company’s shares, may acquire more than 
10% of the shares, and that they may fail to meet the re- 
quirement stated in Rules 16b-2(a)(3) and 16c-2(b) that 
the aggregate participation of persons not within the pur- 
view of Sections 16(b) and 16(c) of the 1934 Act be at 
least equal to the aggregate participation of persons re- 
ceiving the exemption under Rules 16b-2 and 16c-2, since 
it is possible that one or more of such Underwriters may 
together be obligated to purchase more than 50% of the 
shares being offered. 


Applicant states that there is no material inside informa- 
tion in existence since the Company, prior to the initial 
distribution of the shares, will have no assets other than 
cash, nor business of any sort, and all material facts with 
respect to the Company will be set forth in the Prospec- 
tus. Applicant also states that none of the Representatives 
nor any of their directors or officers is or is expected to 
become an officer, director, member of an advisory board, 
investment adviser, or affiliated person of an investment 
adviser of the Company; and further states that it does 
not know of any partner, director or officer of any other 
Underwriter who is or is expected to become a director, 
officer, member of an advisory board, investment adviser, 
or affiliated person of an investment adviser of the Com- 
pany. 


Section 6(c) of the Act permits the Commission, upon 
application, to exempt any person, security or transaction, 
or any class or classes of persons, securities, or transac- 
tions from the provisions of the Act and Rules and Regu- 
lations promulgated thereunder if and to the extent that 
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such exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. 


Applicant contends that the transactions sought to be 
exempted cannot lend themselves to the practices Section 
16 of the 1934 Act and Section 30(f) of the Act were 
enacted to prevent, and submits that the requested ex- 
emption from the provisions of Section 30(f) of the Act 
is necessary and appropriate in the public interest and 
consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 7, 1973 at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on this 
matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues of 
fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the Applicant at the address stated 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempora- 
neously with the request. At any time after said date, as 
provided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the appli- 
cation herein may be issued by the Commission upon the 
basis of the information stated in said application, unless 
an order for hearing upon said application shall be issued 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a 
hearing is ordered, will receive notice of further develop- 
ments in this matter, including the date of the hearing 

(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7773/April 17, 1973 


Admin. Proc. File No. 3-4270 
In the Matter of 


NATIONAL SECURITIES FUNDS 

FAIRFIELD FUND, INC. 

CAPITAL TRINITY FUND, INC. 

NATIONAL SECURITIES & RESEARCH CORPORA- 
TION 

120 Broadway 

New York, New York 10005 

(812-3421) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR ORDER EXEMPTING APPLI- 
CANTS FROM SECTION 22(d) OF THE ACT AND 
RULE 22d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that National Securities 
Funds, Fairfield Fund, Inc., and Capital Trinity Fund, 
Inc. (‘Funds’), all open-end diversified, management in- 
vestment companies registered under the Investment Com- 
pany Act of 1940 (‘Act’), and National Securities & 
Research Corporation (‘‘Underwriter’’), the principal 
underwriter for the Funds (hereinafter collectively called 
“Applicants’’) have filed an application pursuant to Sec- 
tion 6(c) of the Act for an order of the Commission ex- 
empting Applicants from Section 22(d) of the Act and 
Rule 22d-1 thereunder. All interested persons are referred 
to the application on file with the Commission for a state 
ment of the representations made therein, which are sum- 
marized below. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal under- 
writer thereof shali sell any redeemable security issued by 
such company to any person except at a current public 
offering price described in the prospectus. The prospec- 
tuses of the Funds state that a sales commission is in- 
cluded in the offering price of the shares of such Funds. 


Applicants propose to offer to persons who have caused 
their shares of any of the Funds to be redeemed the priv- 
ilege of being able to reinstate their accounts without any 
sales ‘charges. In order to be eligible for such privilege, an 
investor must not previously have exercised the privilege. 
Reinstatement, or the purchase of shares of a Fund pur 
suant to the privilege, will be limited to not more than 
the amount of the redemption proceeds. A written order 
to purchase the shares must be received by the Fund, or 
be post-marked, within 15 days after the date the request 
for redemption was received. The reinstatement will be 
made at net asset value next determined after notice of 
the exercise of the privilege is received. Neither the 
Underwriter nor any salesmen will receive any compensa- 
tion in connection with the reinvestment. 


It is contemplated that the Underwriter, at its expense, 
will include with the redemption check mailed to a re- 
deeming shareholder a statement containing information 
concerning the repurchase privilege. Telephone calls to 
redeeming shareholders are also contemplated. 


Applicants contend that the proposed privilege will enable 
investors to be reminded of features of their investment 
which they may have overlooked, or of which they may 
have misunderstood at the time they redeemed. In order 
to minimize the possibility of shareholders ‘‘playing the 
market” the reinvestment privilege is being offered on a 
one-time basis and must be exercised within a relatively 
short period of time. 


Section 6(c) of the Act provides that the Commission 
may, upon application, conditionally or unconditionally 
exempt any person or transaction from any provisions of 
the Act if such exemption is necessary or appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 
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NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 11, 1973 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. 
Proof of such service (by affidavit, or in case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneously 
with the request. At any time after said date, as provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application here- 
in may be issued by the Commission upon the basis of 
the information stated in said application, unless an order 
for hearing upon said application shall be issued upon re- 
quest or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a hearing 
is ordered, will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7774/April 18, 1973 


Admin. Proc. File No. 3-4266 
In the Matter of 


KAISER AETNA FUNDING CORP. 
The Ordway Building 

2150 Valdez Street 

Oakland, California 94604 
(812-3390) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER EXEMPT- 
ING APPLICANT FROM ALL PROVISIONS OF THE 
ACT 


NOTICE IS HEREBY GIVEN that Kaiser Aetna Funding 
Corp. (“Applicant”), a Delaware corporation, has applied 
pursuant to Section 6(c) of the Investment Company Act 
of 1940 (‘‘Act’’), for an order of the Commission exempt- 
ing it from all the provisions of the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations made 
therein, which are summarized below. 


Applicant was organized solely for the purpose of facilitat- 
ing the long-term financing of the real estate activities of 
Kaiser Aetna, a general partnership organized under the 
laws of California (‘“Partnership’’). For such purpose, Ap- 
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plicant proposes to purchase $50,000,000 principal 
amount of debt securities of the Partnership and to fi- 
nance such purchase by the sale of its own debt securities 
of like principal amount, maturity, and interest rate. 


The Partnership is a general partnership in which Aetna 
Life Insurance Company has a 50% interest and four sub- 
sidiaries of Kaiser Aluminum & Chemical Corporation 
have interests aggregating the remaining 50%. The Partner- 
ship owns 100% of the outstanding voting stock of Appli- 
cant. 


The Partnership was formed in July 1969 to succeed to 
various real estate operations of Aetna Life Insurance 
Company, Kaiser Aluminum & Chemical Corporation and 
Kaiser Industries Corporation, and is currently operating 
in four segments of the real estate industry: (1) shelter 
(residential and commercial) development; (2) community 
development; (3) commercial development; and (4) agri- 
cultural real estate development. The Partnership currently 
has projects in eleven states and Australia. 


The Partnership’s borrowings from Applicant will be evi- 
denced by unsecured senior notes (‘Senior Notes”). Re- 
course on the Senior Notes will be limited to the assets 
of the Partnership, and the partners of the Partnership 
will not be liable in respect of the Senior Notes. 


Applicant proposes to sell $50,000,000 aggregate principal 
amount of its secured notes (‘Secured Notes’’) to fifteen 
institutional investors. The denomination of these notes 

will not be less than $100,000. The institutional investors 
will represent that they are purchasing the Secured Notes 
for investment and not with a view to sale or distribution. 


Applicant’s Secured Notes will be secured by an assign- 
ment by Applicant to the purchasers of the Secured Notes 
of an equal amount of the Partnership’s Senior Notes, 
which will have the same maturity, sinking fund, and re- 
demption provisions as the Secured Notes. Each institu- 
tional investor will take possession of the Partnership's 
Senior Notes in an amount equal to the amount of Appli- 
cant’s Secured Notes held by it and will hold such Senior 
Notes as security for the Secured Notes. 


The proceeds from the borrowings by Applicant, evi- 
denced by the Secured Notes, will simultaneously be 
loaned by the Applicant to the Partnership, such loan to 
be evidenced by the Senior Notes. Applicant has no pres- 
ent intention of authorizing or issuing any additional 
securities, investing or trading in other securities, or en- 
gaging in any other activities. 


Applicant may be considered to be an investment com- 
pany as defined in Section 3 of the Act because of Appli- 
cant’s acquisition and holding of debt securities of the 
Partnership, which will constitute substantiaHy all of Ap- 
plicant’s assets, and Applicant may not come within the 
exception from the definition of an investment company 
provided by Section 3(c)(1) because the ownership by 
the Partnership of all of Applicant’s outstanding voting 
securities could be deemed to be indirect beneficial 
ownership by publicly held companies of more than 10 
per centum of Applicant’s voting stock. 
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On the basis of the foregoing facts, Applicant submits 
that it is appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act for the 
Commission to enter an order exempting Applicant from 
all the provisions of the Act for the reasons that: (1) Ap- 
plicant, by obtaining funds and lending them to the 
Partnership for use in its real estate activities, will be 
helping the Partnership to provide housing and agricul- 
tural, commercial, industrial and community facilities in 
several states; (2) all equity securities of Applicant are 
and will continue to be owned by the Partnership; (3) 
Applicant will not deal or trade in securities and will in- 
vest only in the Partnership’s Senior Notes; and (4) the 
institutional investors do not need the protection of the 
Act. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondi- 
tionally exempt any person or transaction from any pro- 
vision or provisions of the Act to the extent such exemp- 
tion is necessary or appropriate in the public interest and 
consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the 
Act. Applicant consents that any order entered herein 
may be conditioned on certain reporting requirements and 
on certain factors which might occasion termination of 
the order. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 8, 1973, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues of 
fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order 

a hearing thereon. Any such communication should be 


addressed: Secretary, Securities and Exchange Commission, 


Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. 
Proof of such service (by affidavit, or in case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneous- 
ly with the request. At any time after said date, as pro- 
vided by Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the applica- 
tion herein may be issued by the Commission upon the 
basis of the information stated in said application, unless 
an order for hearing upon said application shall be issued 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7775/April 19, 1973 





Admin. Proc. File No. 3-4277 
In the Matter of 


BROAD STREET INVESTING CORPORATION 
65 Broadway 

New York, New York 10006 

(812-3430) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER EXEMPT- 
ING FROM SECTION 22(d) OF THE ACT THE SALE 
BY AN OPEN-END COMPANY OF ITS SHARES AT 
OTHER THAN THE PUBLIC OFFERING PRICE 


NOTICE IS HEREBY GIVEN that Broad Street Investing 
Corporation (‘Applicant’), a Maryland corporation regis- 
tered under the Investment Company Act of 1940 
(‘‘Act’’) as a diversified, open-end management invest- 
ment company, has filed an application pursuant to Sec- 
tion 6(c) of the Act requesting an order of the Commis- 
sion exempting from the provisions of Section 22(d) of 
the Act a transaction in which Applicant's redeemable 
securities will be issued at a price other than the current 
public offering price described in the prospectus in ex- 
change for substantially all of the assets of Forgash In- 
vestment Company (‘’Forgash’’). All interested persons 
are referred to the application on file with the Commis- 
sion for a statement of the representations contained 
therein, which are summarized below. 


Applicant represents that Forgash was incorporated in 
West Virginia as a retail furniture store and engaged in 
that business until 1971, at which time it went out of 
that business and became engaged primarily in the busi- 
ness of investing and reinvesting its funds. All of the out- 
standing stock of Forgash is owned of record and bene- 
ficially by three persons, and Applicant asserts that For- 
gash is exempted from registration under the Act by rea- 
son of the provisions of Section 3(c)(1) thereof. 


On December 29, 1972, Applicant and Forgash entered 
into an Agreement and Plan of Reorganization (‘‘Agree- 
ment’) whereby substantially all of the cash and securities 
owned by Forgash, with a value of approximately 
$317,908 as of February 28, 1973, are to be transferred 
to Applicant in exchange for shares of Applicant's capital 
stock which have been registered under the Securities Act 
of 1933. Pursuant to the Agreement, the number of 
shares of Applicant to be issued to Forgash is to be de- 
termined by dividing the aggregate market value of the 
assets of Forgash to be transferred to Applicant (subject 
to certain adjustments as set forth in detail in the applica- 
tion) by the net asset value per share of Applicant, both 
to be determined as of the valuation time as defined in 
the Agreement. 


Applicant presently intends to retain all of the securities 
to be acquired from Forgash. Applicant undertakes that 
it will not consummate the proposed transaction if it 
would result in Applicant's selling more than 50% of the 
total market value of Forgash’s assets immediately after 
the acquisition thereof. 


When received by Forgash, the shares of Applicant are to 
be distributed to the stockholders of Forgash. Since the 
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exchange is expected to be tax-free for Forgash and its 
stockholders, Applicant's cost-basis for tax purposes for 
the assets acquired from Forgash will be the same as For- 
gash’s cost-basis. Applicant states that it has been advised 
that the stockholders of Forgash have no present inten- 
tion of redeeming or otherwise transferring any of Appli- 
cant’s shares following the proposed transaction. 


The adjustment provided for in the Agreement requires 
that in determining the number of shares of Applicant to 
be issued to Forgash, the aggregate market value of the 
assets of Forgash to be acquired shall be reduced by an 
amount, if any, determined by application of a formula 
designed to compensate for any increase in the potential 
taxes of Applicant that may result from any excess in the 
proportion of the net value of the assets acquired from 
Forgash, represented by realized and unrealized apprecia- 
tion, over the proportion of the net asset value of Appli- 
cant, represented by realized and unrealized appreciation. 
If the valuation under the Agreement had taken place on 
February 28, 1973, when the net asset value of Appli- 
cant’s stock was $14.46 per share, Forgash would have 
received 21,986 shares of Applicant's stock. 


Applicant represents that no affiliation exists between 
Forgash or its officers, directors, or stockholders and 
Applicant or its officers or directors, and that the Agree- 
ment was negotiated at arms-length by the two com 
panies. 


Section 22(d) of the Act, in pertinent part, prohibits a 
registered investment company from selling any redeem- 
able security issued by it to any person except to or 
through a principal underwriter for distribution or at a 
current public offering price as described in the prospec- 
tus. The public offering price of Applicant's shares is net 
asset value plus varying sales charges depending upon the 
amount purchased and owned. Section 6(c) of the Act 
permits the Commission, upon application, to exempt a 
transaction from any provision of the Act if it finds that 
such an exemption is necessary or appropriate in the pub- 
lic interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. 


Applicant contends that the proposed transaction is in 
the interests of Applicant's shareholders because it is one 
of a series of transactions which have resulted in an in- 
crease in the size of Applicant’s assets and have, as a 
result, tended to reduce per share expenses. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 15, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempora- 
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neously with the request. At any time after said date, as 
provided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the appili- 
cation herein may be issued by the Commission upon tk 
basis of the information stated in said application, unless 
an order for a hearing thereon shall be issued upon re- 
quest or upon the Commission’s own motion. Persons 
who request a hearing or advice as to whether a hearing 
is ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7776/April 19, 1973 


Admin. Proc. File No. 3-4129 
In the Matter of 


THE PRUDENTIAL INSURANCE COMPANY 
OF AMERICA 

Prudential Plaza 

Newark, New Jersey 07101 


PRUDENTIAL’S INVESTMENT PLAN ACCOUNT 
PRUDENTIAL’S ANNUITY PLAN ACCOUNT 


PRUDENTIAL’S ANNUITY PLAN ACCOUNT-2 
The Prudential Insurance Company of America 
Financial Security Program Office 

P.O. Box 2925 

Phoenix, Arizona 85036 


PRUDENTIAL’S GIBRALTAR FUND 
3003 N. Central Avenue 

Phoenix, Arizona 85012 

(812-3301) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) FOR MODIFICATION OF ORDER AND FOR ExX- 
EMPTION FROM THE PROVISLONS OF SECTION 22(d) 
OF THE ACT, AND, PURSUANT TO SECTIONS 11{(a) 
AND 11(c), FOR APPROVAL OF AN OFFER OF 
EXCHANGE. 


NOTICE IS HEREBY GIVEN that The Prudential Insur- 
ance Company of America (‘’Prudential’’), on its own 
behalf and, as sponsor and depositor, on behalf of Pru- 
dential’s Investment Plan Account (““IPA’’), Prudential’s 
Annuity Plan Account (“APA”), Prudential’s Annuity 
Plan Account-2 (‘‘APA-2”), and Prudential’s Gibraltar 
Fund (“Fund”) (hereinafter collectively referred to as 
“Applicants’’), have filed an application pursuant to Sec- 
tions 6(c) and 11 of the. Investment Company Act of 
1940 ("Act") for an order (a) modifying an order of the 
Commission dated August 6, 1969 (the ‘’1969 order”), as 
amended on August 27, 1969 (Investment Company Act 
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Release Nos. 5767 and 5796); (b) exempting Prudential 
and APA from the provisions of Section 22(d) of the Act 
to the extent described below; and (c) approving an offer 
by Prudential and IPA to exchange participating interests 
under existing Systematic Investment Plan Contracts 
issued by IPA for participating interests under different 
Systematic Investment Plan Contracts with “Share Value 
Protection” to be issued by IPA. All interested persons 
are referred to the application on file with the Commis- 
sion for a statement of the representations made therein, 
which are summarized below. 


IPA, APA and APA-2 are separate accounts of Prudential 
registered as unit investment trusts under the Act. They 
were established under New Jersey law to hold assets 
designated for certain contracts on a variable basis sold by 
Prudential. The net proceeds from the sale of these con- 
tracts, after deduction for sales and other charges, are in- 
vested in Fund shares. Fund is a Delaware corporation 
registered as an Open-end management company under the 
Act. Its shares are sold only to Prudential for its separate 
accounts. The value of a participant’s interest in IPA, 
APA and APA-2 will vary to reflect the investment ex- 
perience of the Fund. 


Modification of the Commission’s Order of August 6, 
1969, as amended. 

The Commission’s order exempted Applicants from vari- 
ous provisions of the Act and approved an offer to ex- 
change participating interests under IPA contracts for 
participating interests under APA contracts. Among the 
exemptions granted by the Commission were exemptions 
from Section 22(d) of the Act (1) to permit an investor 
purchasing a variable annuity contract issued by APA to 
elect to make an immediate investment in the separate 
account or an investment in such account on a gradual 
basis over a 36-month period with no additional sales 
charges for gradual investment and (2) to permit the sales 
charge made upon purchases under APA contracts to be 
calculated as a percentage of aggregate payments made 
under such contracts and under related fixed-dollar annu- 
ity contracts. All of the exemptions granted by the Com- 
mission and its approval of the offer of exchange remain 
in effect, under the terms of the order, only as long as 
there is no increase in the charges made in connection 
with IPA, APA, and the Fund. 


Section 22(d) provides in relevant part that no registered 
investment company or principal underwriter thereof shall 
sell any redeemable security issued by it to the public 
except at a public offering price described in the prospec- 
tus. Prudential is the principal underwriter for APA. Ap- 
plicants state that the exemption from Section 22(d) per- 
taining to the election of immediate or gradual investment 
in APA granted by the 1969 order was requested for the 
following reasons: An amount equal to the sales charge 
described in the prospectus was to be deducted by Pru- 
dential from the total purchase payment for the annuity 
at the time such payment was made whether an immedi- 
ate or gradual investment in the separate account was 
selected. If gradual investment in APA was chosen, how- 
ever, only 1/36 of that payment was invested in APA at 
the time of purchase, the remainder being used to provide 
a fixed-dollar annuity. Thus, when additional portions of 
the purchase payment were subsequently deducted from 





the fixed account and invested in APA, no further sales 
charge was made. 


Applicants now propose to discontinue offering the op- 
portunity to make a gradual investment in APA to new 
participants in Applicants’ program for the non-tax-quali- 
fied market. Applicants state that such discontinuance is 
warranted by the fact that the number of investors who 
have taken advantage of the gradual investment oppor- 
tunity has been small. Applicants represent, however, that 
it is not feasible or appropriate to cease offering gradual 
conversion to investors who become participants prior to 
a selected cut-off date because they may have or will be- 
come participants in Applicants’ program in reliance to 
some extent on the availability of the gradual investment 
opportunity, and it is at least arguable that elimination of 
that opportunity would violate Prudential’s contract with 
them. Applicants also assert that they must obtain the 
approval of state insurance departments to delete the con- 
tractual opportunity to make a gradual investment in 
APA. Applicants say that such approval may occur sooner 
in some states than in others. Accordingly, they request 
modification of the 1969 order so that the exemptions 
from Section 22(d) there granted will permit Applicants 
to offer the option to make a gradual investment in APA 
only to investors who are now participants in the non-tax- 
qualified segment of Applicants’ program or who become 
such prior to selected cut-off dates, which in each state 
will be the date on which the Systematic Investment Plan 
Contracts with Share Value Protection, described below 
in connection with the request for approval under Section 
11(c) of an offer of exchange, are first offered in such 
state. 


Applicants propose to cease offering to new participants 
in their program the associated fixed-dollar annuity con- 
tracts, purchases under which may, pursuant to the 1969 
order, be aggregated with APA purchases in determining 
APA sales load. Once again Applicants state that only a 
small number of investors have made purchases under 
these associated fixed-dollar contracts and assert that it 
would not be appropriate to discontinue offering them to 
existing participants since they may have become such in 
partial reliance upon the availability of such fixed-dollar 
contracts. Here, too, Applicants assert that they will need 
approval by the various state insurance departments, which 
approval may be obtained more expeditiously in some 
states than in others. Accordingly, applicants request that 
the Commission’s 1969 order be modified so that Appli- 
cants’ exemptions from Section 22(d) thereunder will per- 
mit them to aggregate purchase payments under the asso- 
ciated fixed-dollar annuity with purchase payments under 
APA contracts in calculating APA sales load only with 
respect to investors who are participants in the non-tax- 
qualified segment of Applicants’ program on selected cut- 
off dates, which in each state will be the date on which 
the Systematic Investment Plan Contracts with Share 
Value Protection, described below in connection with the 
request for approval under Section 11(c) of an offer of 
exchange, are first offered in such state. 


Prudential and IPA propose to increase the administrative 
charge, which is currently equal to 0.325% per year of the 
average net assets held in IPA, by 1/20 of 1% (0.05%), so 
that the charge henceforth will be 0.375% per year. Simi- 
lar increases are proposed in the charges upon assets held 
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in IPA in excess of $250 million. At the same time Pru- 
dential and IPA will decrease or eliminate certain other 
charges currently made under all outstanding and to be 
issued Systematic Investment Plan Contracts. Applicants 
assert that the cost of administering the contracts issued 
through IPA have been higher than the charges made to 
reimburse Prudential for such costs. They also state that 
a simpler charge structure may be more readily described 
to participants. Applicants therefore request modification 
of the 1969 order so that the approval of the exchange 
offer and the exemptions granted therein will remain in 
effect although the administrative charge made against the 
net assets of IPA is increased by an amount equal to 
0.05% per year of such net assets. 


Section 22(d). As noted previously, Section 22(d) pro- 
vides in relevant part that no registered investment com- 
pany or principal underwriter thereof shall sell any re- 
deemable security issued by it to the public except at a 
public offering price described in the prospectus. Pru- 
dential is the principal underwriter of APA. 


Applicants state that participants making purchases under 
Systematic Investment Plan Contracts issued by IPA must 
purchase Annuity Rate Protection Rights (‘‘Rights’’). Such 
Rights guarantee that if the purchaser subsequently buys 
a variable annuity through APA and elects to use his 
Rights in connection therewith, he will obtain the sched- 
ule of annuity rates in effect and set forth in his contract 
at the time the Rights he uses were purchased if that 
schedule is more favorable to him than the schedule of 
annuity rates in effect at the time he buys the variable 
annuity. The schedule of annuity rates for these purposes 
includes the sales loan charged on APA purchases. 


Prudential and APA propose to increase the APA sales 
load with respect to cumulative purchases of less than 
approximately $100,000, to decrease it with respect to 
cumulative purchases exceeding that approximate amount, 
and to eliminate the reduction in the APA sales load pres- 
ently afforded purchasers where their purchase is made 
with what the prospectus describes as ‘‘exchange money.” 


Since the contracts pursuant to which outstanding Rights 
were issued provide that the sales load charged upon APA 
purchases by the holders thereof, if they subsequently use 
such Rights in making them, will be no less favorable than 
the APA sales load charged at the time the Rights were 
purchased, Prudential asserts that it is legally obligated to 
fulfill the provisions of those contracts. Accordingly, Pru- 
dential and APA request exemption from Section 22(d) 
to permit calculation of the sales load under APA con- 
tracts upon purchases made with outstanding Rights at 
the rates currently in effect and as described in those con- 
tracts, including the ‘‘exchange money” reduction. 


Section 11(c). Section 11(c) of the Act requires Commis- 
sion approval of an offer of exchange, irrespective of the 
basis of exchange, of securities of registered unit invest- 
ment trusts for the securities of any other investment 
company. Prudential and IPA request approval under Sec- 
tion 11 to the extent it is applicable to an offer to be 
made to all holders of outstanding Systematic Investment 
Plan contracts to exchange all or any part of their interests 
under such contracts for interests under new Systematic 
Investment Plan contracts with Share Value Protection, as 
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described in the application and in the registration state- 
ment under the Securities Act of 1933 covering such con- 
tracts (File No. 2-46063). 


Applicants state that the new contracts will eliminate the 
current requirement that all purchases may be made only 
through the transfer of funds to IPA from a transfer ac- 
count maintained with Prudential; that under the new 
contracts the size of second and subsequent purchase pay- 
ments need only be 50% of what is the minimum pur- 
chase payment now required and the existing yearly pur- 
chase minimum will be eliminated; that purchasers under 
the new contracts will receive the benefit of a scale of 
reducing sales charges, as permitted by Rule 22d-1(a)(2) 
and (3); that the new contracts will not contain the pro- 
vision found in the current contracts for reinvesting with- 
out sales load the proceeds of a partial liquidation; and 
that the new contracts will offer as an optional provision 
an undertaking by Prudential that after 10 years from the 
date a participant first elects the option or upon his prior 
death the redemption value of his contract will be equal 
to or greater than the total amount of his gross purchase 
payments. 


Applicants assert that the offer of exchange will be at net 
asset value and that no charge of any kind will be made 
in connection with any exchange. 


Applicants state that the offer of exchange is the best and 
most practical way in which to make the features of the 
new contracts meaningfully available to holders of out- 
standing contracts. Applicants represent that the computer 
systems to be utilized in the administration of the new 
contracts are significantly different from the systems 
utilized in connection with contracts now outstanding and 
that it is not economically feasible to modify the existing 
systems so as to provide holders of outstanding contracts 
directly with the advantageous features available under 
the new contracts. These advantages are, therefore, made 
available to existing contractholders through the exchange 
offer. 


In all jurisdictions in which it does business, Prudential is 
in the process of applying and will apply for approval to 
sell the new Systematic Investment Plan contracts. After 
the sale of the new contracts is approved and sale is 
commenced in a particular state, Prudential will cease 
offering the existing Systematic Investment Plan contracts 
in such state. Prudential represents that if it fails to ob- 
tain approval in any state for the sale of new Systematic 
Investment Plans Prudential will immediately give notice 
thereof to the Commission and will promptly apply to 
the Commission for an order authorizing it to continue 
the sale of existing Systematic Investment Plan contracts 
to new planholders in that state. Prudential also represents 
that if it fails to obtain approval in any state that will 
enable it to discontinue the gradual investment option 
under APA contracts or to discontinue the sale of the 
fixed-dollar annuities related to APA contracts it will 
immediately give notice thereof to the Commission and 
will promptly apply to the Commission for an order 
authorizing it to continue the sale of APA contracts to 
new planholders in that state without the elimination of 
either of such applications, Prudential will continue to 
sell existing Systematic Investment Plan contracts or APA 
contracts to new planholders in that state, and upon issu- 
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ance of the order Prudential will conform its activities to 
whatever terms and conditions the Commission prescribes 
therein. If Prudential fails to obtain approval in any state 
to offer Share Value Protection, the new Systematic In- 
vestment Plan contract will be offered in such state with- 
out this optional benefit. 


Section 6(c) of the Act provides, among other things, that 
the Commission by order upon application, may condi- 
tionally or unconditionally exempt any transaction from 
any provision or provisions of the Act or any rule or reg- 
ulation thereunder, if and to the extent that such exemp- 
tion is necessary or appropriate in the public interest and 
consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 15, 1973, at 5:30 p.m., submit 
to the Commission in writing 2 request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants, at the addresses stated above. 
Proof of such service (by affidavit or in case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneous- 
ly with the request. At any time after said date, as pro- 
vided by Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the application 
herein may be issued by the Commission upon the basis 
of the information stated in said application, unless an 
order for hearing upon said application shall be issued 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive notice of further developments 
in this matter, including the date of the hearing (if ord- 
ered) and any postponements thereof. 


By the Commission. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7777/April 19, 1973 


Admin. Proc. File No. 3-4282 
In the Matter of 


EUGENE C. SIT and JAMES R. JUNDT 
IDS Tower 

Minneapolis, Minnesota 55402 
(812-3451) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 9(c) FOR EXEMPTION FROM SECTION 9(a) 
OF THE INVESTMENT COMPANY ACT OF 1940 AND 





ORDER OF TEMPORARY EXEMPTION PENDING 
DETERMINATION OF THE APPLICATION 


NOTICE IS HEREBY GIVEN that Eugene C. Sit and 
James R. Jundt (‘Applicants’) have filed an Application 
pursuant to Section 9(c) of the Investment Company Act 
of 1940 (‘the Act’’) for an order exempting Applicants, 
and any company of which either of them presently is or 
in the future may become an affiliated person, from the 
provisions of Section 9(a) of the Act, and for an order of 
temporary exemption from Section 9(a) pending the Com- 
mission’s determination of the application. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations made 
therein which are summarized below. 


Applicants state that they both are employees of Investors 
Diversified Services, Inc. (‘IDS’’), which, among other 
things, serves as sole distributor and investment adviser 

for seven open-end investment companies, including 1DS 
New Dimensions Fund, Inc. (‘IDS New Dimensions 
Fund”), 1DS Growth Fund, Inc. (“IDS Growth Fund’’), 
IDS Progressive Fund, Inc. (“IDS Progressive Fund’’) and 
Investors Variable Payment Fund, Inc. (‘Investors Vari- 
able Payment Fund”’). 


Since June 1969, Applicant Sit has been Portfolio Man- 
ager of IDS New Dimensions Fund. At the present time, 
he is Senior Portfolio Manager of IDS New Dimensions 
Fund, IDS Progressive Fund and IDS Growth Fund. Ap- 
plicant Jundt is the Portfolio Manager of 1DS Progressive 
Fund. In January 1970, he was portfolio manager for a 
portion of the portfolio of Investors Variable Payment 
Fund. 


On December 2, 1970, the Securities and Exchange Com- 
mission commenced an action, pursuant to section 21(e) 
of the Securities Exchange Act of 1934 (‘Exchange Act’’) 
against Lum’s, Inc., and six other defendants, including 
IDS and Applicants (the ‘‘Lum’s action”) to enjoin alleged 
violations of section 10(b) of the Exchange Act and Rule 
10b-5 promulgated thereunder in connection with the sale 
of the common stock of Lum’s, Inc. (now known as 
Caesars World, Inc.) by 1DS New Dimensions Fund and 
Investors Variable Payment Fund. On April 19, 1973, 
Stipulations of Settlement were entered into between the 
plaintiff, Securities and Exchange Commission, and Appli- 
cants, and thereafter Final Judgments of Permanent In- 
junction by Consent (the ‘‘Judgments’’) were entered in 
the action, permanently enjoining Applicants from using 
material, non-public corporate information in connection 
with the purchase or sale of any securities in violation of 
section 10(b) and Rule 10b-5. 


Section 9(a)(2) of the Act, as here pertinent, makes it un- 
lawful for any person who, by reason of any misconduct, 
is permanently or temporarily enjoined by order, judg- 
ment or decree of any court of competent jurisdiction 
from engaging in or continuing any conduct or practice 
in connection with the purchase or sale of any security 
to serve or act in the capacity of investment adviser or 
depositor of any registered investment company, or prin- 
cipal underwriter for any registered open-end company, 
registered unit investment trust, or registered face-amount 
certificate company. Section 9(a)(3) makes it unlawful 
for a company, any affiliated person of which is ineligible 
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by reason of Section 9(a)(2), to serve or act in the enu- 
merated capacities. 






Section 9(c) provides that upon application the Commis- 
sion by order shall grant an exemption from the provi- 
sions of Section 9(a) either unconditionally or on an 
appropriate temporary or other conditional basis, if it is 
established that the prohibitions of Section 9(a), as 
applied to the applicant, are unduly or disproportionately 
severe or that the conduct of such person has been such 
as not to make it against the public interest or protection 
of investors to grant such application. 















































Applicants submit that the prohibitions of Section 9(a) 

of the Act, to the extent applicable by virtue of the entry 
of the Final Judgment of Permanent Injunction by Con- 
sent, would be unduly and disproportionately severe as 
applied to applicants and that the conduct of Applicants 
has been such as not to make it against the public interest 
or the protection of investors for the Commission to 
grant a permanent exemption from the provisions of Sec- 
tion 9(a) of the Act. In support thereof Applicants state: 


(1) The prohibitions of Section 9(a) would deprive 
IDS New Dimensions Fund, |1DS Growth Fund and IDS 
Progressive Fund and their more than 162,000 share- 
holders of the services of their respective portfolio 
managers. 


(2) The activities of Applicants with regard to the sale 
of Lum’s, Inc. common stock were for the benefit of the 
mutual funds involved and not for the direct pecuniary 
benefit of Applicants, and there was no intent to violate 
any law. 


(3) In compliance with the terms of the Judgment 
entered against IDS in the Lum’s action, IDS has distrib- 
uted to its personnel involved with trading and investment 
recommendations, including Applicants, a formal written 
statement of policy with respect to the receipt and use of 
material inside (non-public) information, and has under- 
taken to implement and supervise its employees’ compli- 
ance with this policy. 


(4) IDS has compliance programs, designed to assure 
compliance by IDS personnel, including Applicants, with 
applicable federal and state securities laws. 


(5) Applicants have never before been required to apply 
for an exemption from the provisions of Section 9(a) of 
the Act. 


(6) The prohibitions of Section 9(a) would deprive 
Applicants of their ability to serve as portfolio managers, 
thereby potentially jeopardizing their livelihoods. 


(7) The application of the law regarding the nature and 
proscribed uses of material inside information is complex 
and uncertain. More than six months after the events 
complained of in the Lum’s action, the Commission, on 
its own motion, ordered the review of a case concerning 
the sale of stock without disclosure of certain material 
inside information because: 


“The legal issues raised respecting the obligations of 
‘tippees’ were important matters of first impression 
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having significant implications as to which it was desir- 
able that the Commission express . . . its own views.” 
Matter of Investors Management, S.E.C. Admin. Proc. 
No. 3-1680, Order Directing Review, July 30, 1970. 


The Commission’s opinion on these matters, announced 
on July 29, 1971 (Investment Advisers Act Release No. 
289), set forth more definite criteria regarding application 
of the provisions of Rule 10b-5 than was available pre- 
viously. 


The Commission has considered the matter and finds that: 
(1) the prohibitions of Section 9(a) might be unduly or 
disproportionately severe as applied to Applicants, and 
(2) the conduct of the Applicants has been such as not to 
make it against the public interest or protection of in- 
vestors to grant the application for a temporary exemp- 
tion from Section 9(a) pending determination of the 
application. 


Accordingly, 1T 1S ORDERED, pursuant to Section 9(c) 
of the Act that Applicants, and any company of which 
either of them presently is an affiliated person, be and 
they are hereby temporarily exempted from the provi- 
sions of Section 9(a) of the Act, operative as a result of 
the entry of the injunction against Applicants in Securities 
and Exchange Commission v. Lum’s, Inc., et al., pending 
determination by the Commission of Applicants’ applica- 
tion for an order unconditionally exempting them from 
the provisions of Section 9(a) operative as a result of the 
entry of such injunction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 14, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address set forth above. 
Proof of such service (by affidavit or in the case of an 
attorney-at-law, by certificate) shall be filed contempora- 
neously with the request. At any time after said date, as 
provided in Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the Appli- 
cation herein may be issued by the Commission upon the 
basis of the information stated in said application, unless 
an order for hearing upon said application shall be issued 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive notice of further developments 
in this matter, including the date of the hearing (if ord- 
ered) and any postponements thereof. 


By the Commission. 


Ronald F. Hunt 
Secretary 
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INVESTMENT COMPANY ACT OF 19406 
Rel. No. 7778/April 20, 1973 


Admin. Proc. File No. 3-4272 
In the Matter of 


SAVINGS BANK INVESTMENT FUND 
50 Congress Street 

Boston, Massachusetts 02109 

(812-398) 


NOTICE OF FILING OF APPLICATION FOR 
SUPPLEMENTARY ORDER 


NOTICE IS HEREBY GIVEN that Savings Bank Invest- 
ment Fund (“‘Applicant’’), a corporation duly organized 
pursuant to a special act of the Massachusetts legislature, 
effective August 8, 1945, and registered under the Invest- 
ment Company Act of 1940 (“Act’’) as an open-end 
diversified investment company, has filed an amendment 
to its application pursuant to Sections 6(c), 18(i) and 
22(e) of the Act requesting an order supplementing the 
Commission’s exemptive order of December 17, 1946 (In- 
vestment Company Act Release No. 988) declaring that 
the proposed amendment of Applicant’s Charter has no 
effect upon the validity of the exemptions granted by the 
December 17, 1946 exemptive order. The 1946 order 
granted Applicant exemptions from Sections 13(a), 15(a), 
16(a), 18(i), 22(d) and (e), 24(d), 32(a)(2) and (3) of the 
Act. All interested persons are referred to the appiication 
on file with the Commission for a statement of the repre- 
sentations therein, which are summarized below. 


Applicant is an investment fund created by the Common- 
wealth of Massachusetts, the securities of which may be 
sold only to Massachusetts savings banks and a related 
entity, the investment powers of which are prescribed by 
statute, and which is subject to control of the Commis- 
sioner of Banks of the Commonwealth of Massachusetts. 


Legislation has been filed on behalf of Applicant to 
amend the special act of the Massachusetts legislature 
which comprises Applicant’s Charter. The proposed 
amendment would include any co-operative bank incorpo- 
rated as such in the Commonwealth of Massachusetts and 
subject to the provisions of Chapter 170 of the Massa- 
chusetts General Laws within the term “‘savings bank”’ 

for the purposes of Section 3 of Applicant’s Charter, 
thereby permitting Applicant to offer and sell its securi- 
ties to Massachusetts co-operative banks in addition to 
Massachusetts savings banks and a related entity. 


Since September 27, 1971, Section 26 of Chapter 170 of 
the Massachusetts General Laws has permitted Massachu- 
setts co-operative banks to invest in the shares of Appli- 

cant subject to specified limitations. 


Applicant represents, however, that Section 26 of Chapter 
170 of the Massachusetts General Laws and Applicant's 
Charter are inconsistent because Massachusetts co-opera- 
tive banks are permitted under the former to invest in the 
shares of Applicant, but Applicant is not permitted under 
the latter to offer and sell its securities to co-operative 
banks. The proposed amendment to Applicant’s Charter 
would remedy this inconsistency. 





Since the December 17, 1946 order as supplemented by 
an order of November 29, 1961 contemplated that Appli- 
cant would offer and sell its securities only to Massachu- 
setts savings banks and a related entity. Applicant seeks 
the instant supplementary order so that the acquisition of 
Applicant’s securities by Massachusetts co-operative banks 
may be permitted. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 16, 1973 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order 
a hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant in care of Gaston, Snow, Motley 
& Holt, 82 Devonshire Street, Boston, Massachusetts 
02109. Proof of such service (by affidavit or in case of an 
attorney-at-law, by certificate) shall be filed contempora- 
neously with the request. At any time after said date, as 
provided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the applica- 
tion herein may be issued by the Commission upon the 
basis of the information stated in said application, unless 
an order for hearing upon said application shall be issued 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered, will receive notice of further developments 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7779/April 20, 1973 


Admin. Proc. File No. 3-4218 
In the Matter of 


FOUNDERS OF AMERICAN INVESTMENT 
CORPORATION 


and 


MODERN AMERICAN LIFE INSURANCE COMPANY 
1000 West Sunshine Street 

Springfield, Missouri 65804 

(812-3259) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 


EXEMPTING PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 
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Founders of American Investment Corporation (‘‘Found- 
ers’’), a non diversified, closed-end management invest- 
ment company registered under the Investment Company 
Act of 1940 (“‘Act’’), has filed an application pursuant to 
Section 17(b) of the Act for an order of the Commission 
exempting from the provisions of Section 17(a) of the 
Act the proposed acquisition by Mudern American Life 
Insurance Company of 374,934 shares of common stock 
of Founders Security Life Insurance Company from 
Founders. 


The Commission on March 23, 1973, issued a notice of 
filing of said application (Investment Company Act Re- 
lease No. 7732). The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the application might be issued upon the 
basis of the information stated therein unless a hearing 
should be ordered. No such request has been filed and 
the Commission has not ordered a hearing. 


The matter having been considered, it is found on the 
basis of the information stated in the application, that 
the terms of the proposed transaction, including the con- 
sideration to be paid or received, are reasonable and fair 
and do not involve over-reaching on the part of any per- 
son concerned and that the transaction is consistent with 
the policy of Founders and with the general purposes of 
the Act. 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed transaction be, and hereby is, exempted 
from the provisions of Section 17(a) of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7780/April 20, 1973 


Admin. Proc. File No. 3-4216 
In the Matter of 


DIVERSIFIED TAX-EXEMPT BOND FUND 
CALIFORNIA SERIES 1 


and 


BLYTH EASTMAN DILLON & CO., INCORPORATED 
555 California Street 

San Francisco, California 94104 

(812-3299) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTION 14(a) OF THE ACT AND FROM THE 
PROVISIONS OF RULES 19b-1 AND 22c-1 


On March 23, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7733) of an application filed by 
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Diversified Tax-Exempt Bond Fund, California Series 1 
(“Fund”), a unit investment trust registered under the 
Investment Company Act of 1940 (‘‘Act’’), and its spon- 
sor, Blyth Eastman Dillon & Co., Incorporated (‘’Spon- 
sor’), for an order of the Commission pursuant to Sec- 







tion 6(c) of the Act exempting the Fund and subsequent a 
national and state series of the same or similar title spon.‘ on 
sored or co-sponsored by the Sponsor, and meeting the the 
description in the application, from the provisions of Eq 
Section 14(a) of the Act and the provisions of Rule 19b-1 of 
under the Act and exempting the Sponsor from the pro- me 
visions of Rule 22c-1 under the Act. co! 
The notice gave interested persons an opportunity to re- ‘ n. 
quest a hearing and stated that an order disposing of the me 
application might be issued on the basis of the informa- spe 


tion stated in the application unless a hearing should be 

















ordered. No request for a hearing has been received and Or 
the Commission has not ordered a hearing. ca 

h 
The matter has been considered, and it has been found a 
that the granting of the requested exemptions is appropri- Ar 
ate in the public interest and is consistent with the protec- Di 
tion of investors and the purposes fairly intended by the fo! 
policy and provisions of the Act. Accordingly, Co 
IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions of 
Section 14(a) and Rules 19b-1 and 22c-1 is hereby | 
granted, effective forthwith. 
For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 

Ronald F. Hunt 
Secretary 
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The Securities and Exchange Commission announced that in 
Judge Charles Richey of the U.S. District Court for the ag 
District of Columbia entered on April 13, 1973 a Default to 
Judgment of Permanent Injunction against Charter Oil wi 
Co. Ltd. (‘Charter’) and David M. Mercier (‘‘Mercier’’), ve 
Vancouver, British Columbia, Canada, requiring them to an 
file and cause to be filed within ten days certain delin- it 
quent periodic reports of Charter on Forms 10-K and in 
10-0 with the Commission pursuant to Section 13(a) of an 
the Securities Exchange Act of 1934 (“Exchange Act’’) ti 
and enjoining Charter and Mercier from further violations fa 
of Section 13(a) of the Exchange Act. Dé 

re 
The Commission had filed a complaint seeking the injunc- $c 
tion on February 1, 1973. For further details see Litiga- of 
tion Release No. 5717. ci 
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SEC v. EQUITY FUNDING CORPORATION OF 
AMERICA (C.D. Cal.) 


Gerald E. Boltz, Regional Administrator of the Los 
Angeles Regional Office of the Securities and Exchange 
Commission, announced the filing of an injunctive action 
on April 2, 1973 in the United States District Court for 
the Central District of California at Los Angeles against 
Equity Funding Corporation of America alleging violations 
of the anti-fraud, periodic reporting and proxy require 
ments under the Securities Exchange Act of 1934. The 
company consented to the entry of a permanent injunc- 
tion without admitting or denying the allegations in the 
Commission’s complaint and consented to the appoint- 
ment by the Court of a new board of directors and a 
special investigator. 


On April 5, 1973 Equity Funding Corporation of Ameri- 
ca filed a petition for reorganization under Chapter X of 
the Bankruptcy Act in the United States District Court 
for the Central District of California at Los Angeles. On 
April 10, 1973 Honorable Harry Pregerson, United States 
District Judge, appointed Robert M. Loeffler as trustee 
for the corporation. In making the appointment the 
Court stated 


“| have confidence that he is eminently qualified to 
run Equity Funding Corporation as the Federal court 
appointed trustee. In effect Mr. Loeffler is now the 
chief executive officer of Equity Funding Corporation. 
He merits the confidence and support of the public, 
Equity Funding’s policy holders, shareholders, em- 
ployees and creditors. This Court has commissioned 
Mr. Loeffler to reorganize and rehabilitate Equity 
Funding under Chapter X and it is confident that he 
will do the job.” 


Mr. Loeffler in his capacity as trustee is maintaining 
offices at 1900 Avenue of the Stars. 


The Court has also appointed Touche Ross & Company, 
certified public accountants, to conduct an independent 
audit of the company. 


The complaint alleged that from January 1, 1970 until 
the present Equity Funding Corporation of America, act 
ing by and through certain of its officers, employees, 
agents, subsidiaries and affiliates, has employed a scheme 
to defraud investors and engaged in acts and practices 
which have operated as a fraud or deceit upon such in- 
vestors. As a part of this scheme it is alleged that defend 
ant commenced a massive and prolonged effort to alter 
its books and records, principally those of Equity Fund- 
ing Life Insurance Company, to show the sales of insur- 
ance policies, the receipt of premium payments, the crea- 
tion of assets and the establishment of reserves; when in 
fact such insurance policies had not been sold, premium 
payments had not been received, assets did not exist and 
reserves had not been established. To accomplish this 
scheme the defendant, acting through certain of its 
officers and employees and those of its subsidiaries, prin- 
cipally Equity Funding Life Insurance Company, caused 
insurance policy files to be created and maintained in the 
names of fictitious persons, persons whose policies had 
lapsed and persons who had applied for but were denied 
insurance; caused insurance policies to be issued to per- 












































sons upon which no premiums were paid and caused the 
face amount of existing policies to be increased without 
the knowledge of the policyholder. 


It is also alleged that in furtherance of such scheme the 
defendant caused said false and fictitious insurance policies 
to be sold or conveyed to co-insurers and re-insurers and 
received therefrom payments of monies in excess of 
premiums purportedly received by Equity Funding Life 
Insurance Company on the initial sales. As a further part 
of said scheme the defendant caused death claims on said 
fictitious and false policies to be presented to the co- 
insurers and re-insurers in order to collect death benefits 
thereon and surrendered a number of said fictitious and 
false policies in order to receive the cash surrender values 
thereon. As a result defendant caused financial statements 
to be prepared and disseminated to the investing public 
reflecting substantial earnings which were in fact false and 
fictitious. Then defendant caused such false and fictitious 
financial statements to be filed with the Commission and 
other regulatory agencies, including the New York Stock 
Exchange and the state insurance authorities, and in such 
manner did thereby willfully, fraudulently and falsely re 
port and represent the financial condition of Equity Fund- 
ing Corporation of America and its subsidiaries. 


The complaint also alleges that the defendant caused 
assets and monies acquired through said scheme to be 
diverted, misappropriated and wasted contrary to the state 
insurance requirements, to the rights and interests of the 
policyholders and to the rights and interests of the public 
investors. By failing to disclose said scheme defendant 
further enabled various officers and employees to sell and 
pledge substantial quantities of their personally held shares 
of defendant’s securities through the use of information 
which such officers and employees knew to be false and 
misleading. Further, it is alleged that as a result of such 
conduct and activity, the defendant may have incurred 
substantial contingent liabilities, and the state of the 
books and records of said company is such that it is pres 
ently impossible to determine the accurate and actual 
financial condition of Equity Funding Corporation of 
America. 





Litigation Release No. 5850/April 16, 1973 
SEC v. CARL A. BENSON (U.S.D.C., W.D.Pa.) 


William R. Schief, Administrator of the Commission's 
Washington Regional Office and Richard L. Thornberg, 
United States Attorney for the Western District of Penn 
sylvania announced that on April 12, 1973, Judge Louis 
Rosenberg of the Federal Court in Pittsburgh sentenced 
Carl A. Benson of Monroeville, Pennsylvania to three 
years imprisonment and assessed him the entire costs of 
the prosecution. Judge Rosenberg ordered that the three 
year sentence be suspended and Benson placed on proba 
tion after thirty days imprisonment. 


Benson, former president of a Pittsburgh broker-dealer, 
C. A. Benson & Co., Inc. was convicted on March 11, 


1970 of one count of securities fraud in connection with 
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the offer and sale of the common stock of Home Makers 
Savings Corporation. 


For further details see Litigation Release Nos. 4127 and 
4557. 





Litigation Release No. 5851/April 16, 1973 


Gerald E. Boltz and William R. Schief, Administrators, 
respectively, of the Los Angeles and Washington Regional 
Offices of the Securities and Exchange Commission, 
announced today that on March 21, 1973, Judge Walter 
E. Craig of the U.S. District Court in Phoenix, Arizona, 
entered a Final Judgment permanently enjoining Del Rio 
Springs, Inc. (an Arizona corporation), Mac-Vee Invest- 
ment Co., Inc., JIM Mortgage Brokers, Thomas W. Mc- 
Creary and James A. Jensen (corporations and residents, 
respectively, of Virginia) from violations of the registra- 
tion provisions of the Securities Act of 1933 in connec- 
tion with the offer and sale of promissory notes and in- 
vestment contracts of Del Rio Springs, Inc. or any other 
securities. The defendants consented to the Fina! Judg- 
ment of permanent injunction without admitting or deny- 
ing the allegations of the Commission’s complaint, which 
was filed on March 21, 1973. 





Litigation Release No. 5852/April 16, 1973 


SEC v. ALDERSGATE FOUNDATION, INC. et al 
(M.D. Fla.) 


Jule B. Greene, Administrator, and Michael J. Stewart, 
Associate Administrator, Atlanta Regional Office of the 
Securities and Exchange Commission, today announced 
that on April 9, 1973, the Honorable George C. Young, 
United States District Judge for the Middle District of 
Florida (Orlando Division), on complaint of the Commis- 
sion, ordered Aldersgate Foundation, Inc., M. Fred Toms, 
George A. Gant, J. Craig Biddle and Fred W. Hallauer, 
that, in connection with the offer and sale of ‘’First 
Mortgage Seven Percent Sinking Fund Bonds” of Alders- 
gate, all future offers and sales shall be preceded or ac- 
companied by information containing full and fair dis- 
closure of the current tinancial status of Aldersgate 
Foundation, Inc., that there shall be no omissions of 
material facts in the offer and sale of such bonds, and 
that there shall be full, fair and accurate disclosure of the 
ultimate utilization of the proceeds from the sale of such 
bonds. The Commission's complaint alleges violations of 
the anti-fraud provisions of the Securities Act of 1933 and 
the Securities Exchange Act of 1934 in connection with 
the offer and sale of the Aldersgate bonds, and also seeks 
the appointment of a receiver. 


For further information see Litigation Release No. 5845. 





Litigation Release No. 5853/April 17, 1973 


Whitney North Seymour, Jr., United States Attorney for 
the Southern District of New York and the Commission’s 
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Division of Enforcement announced that on /pril 3, 1973, 


Federal District Court Judge Charles L. Brieant, Jr., fined 
Jerome Treisman, a former securitie. .esearch analyst, 
$10,000 following his guilty plea to violations of Sections 
48 and 49 of the Investment Company Act of 1940. The 
charges alleged against Treisman were that during the 
period from June 1 through December 31, 1970, he pre- 
pared and assisted in the preparation of a report which 
purported to be research information concerning a securi- 
ty purchased by the Fund. This report, it was alleged, 
was placed in the file of the investment adviser of the 
Fund in order to create the appearance that transactions 
in this security had been recommended to the Fund on 
the basis of its investment merit. As a result of this activ- 
ity, it was alleged that Treisman hindered the maintenance 
of records required to be kept by the investment adviser 
with respect to the securities purchased for the Fund. 


In August of 1972, Treisman was indicted with John 
Peter Galanis, Stephen Sanders, Robert Hagopian and 
Ramon D'Onofrio in a conspiracy which involved the 
bribing of the portfolio managers to purchase and sell 
securities. In connection with that conspiracy, Treisman 
was charged with preparing several reports which were 
given to Galanis for purposes of creating the false and 
misleading impression that the securities purchased by 
these portfolio managers were based on their investment 
merits. 


See also Litigation Releases 5753, 5772 and 5773 for 
more details. 





Litigation Reiease No. 5854/April 18, 1973 


William D. Moran, Administrator of the Commission's 
New York Regional Office announced that on April 12, 
1973 Chief Judge David Edelstein of the federal court in 
Manhattan sentenced John Dioguardi a/k/a Johnny Dio 
of Federal Penitentiary, Danbury, Connecticut to nine 
years in jail and a $30,000 fine and Louis Ostrer, Kings 
Point, New York, to three years in jail and a $55,000 
fine. Dio and Ostrer had been convicted of conspiracy and 


three and ten counts of fraud, respectively, on January 16, 


1973 following a referral to the United States Attorney’s 
Office from the Commission. The convictions emanated 
from the manipulation of the stock of Belmont Franchis- 
ing Corp. which rose from about $5 per share in late 
February 1970 to about $42 per share by early May 
1970. 





Litigation Release No. 5855/April 18, 1973 


William D. Moran, Administrator of the Commission's 
New York Regional Office announced that on March 19, 
1973, Judge Charles L. Brieant, Jr., of the federal court 
in Manhattan filed an opinion finding Norman Rubinson 
of Hibiscus Island, Miami Beach, Florida, guilty of one 
count of perjury and not guilty of three counts of per- 
jury. The case was tried on October 17-18, 1972, without 
a jury. On March 21, 1973, Judge Brieant imposed a 
$2000 fine upon Rubinson. 
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Rubinson’s perjurious testimony took place on October 
6, 1970 in a hearing before the Honorable Walter R. 
Mansfield, then a District Judge for the Southern District 
of New York in connection with a hearing on a motion 
for a preliminary injunction in the case of SEC v. Radio 
Hill Mines Co., Ltd. For further information, see Litiga- 
tion Release Nos. 4710, 4820, 5169 and 5759. The mat- 
ter was referred to the Department of Justice by the 
Commission. 





Litigation Release No. 5856/April 19, 1973 


William D. Moran, Administrator of the New York Re- 
gional Office of the Securities and Exchange Commission, 
announced today that on April 11, 1973 Judge Lawrence 
W. Pierce, of the federal court in Manhattan dismissed an 
application filed by Dr. Lester Teltsher of 81 North Hib- 
iscus Drive, Hibiscus Island, Miami Beach, Florida, to 
vacate, stay or modify an administrative subpoena duces 
tecum issued to the Second National Bank of North 
Miami for its records concerning his accounts. Judge 
Pierce’s opinion found the application to be without 
merit 


Dr. Lester Teltsher had filed his application on March 30, 
1973. Teltsher asserted that when he appeared to testify 
before the Commission he might invoke his Fifth Amend- 
ment Privilege and that therefore his bank records were 
protected by the privilege. Teltsher further contended that 
production of the records would violate his physician- 
patient privilege, that the subpoena exceeded the scope of 
the Commission’s order of investigation, and that he was 
being harrassed by the Commission’s staff. 


Judge Pierce found that Teltsher had no standing to 
attack the subpoena which was directed to records of 
another party, that he had no Fifth Amendment privilege 
as to such records and that there is no physician-patient 
privilege recognized in federal court. 


The subpoena duces tecum was issued in the course of an 
investigation into Morgan, Kennedy & Co., Inc., a de- 
funct broker-dealer by a joint SEC-NASD Task Force in- 
quiring into certain abuses in the over-the-counter market. 


For further information see Litigation Releases Nos. 5788 
and 5822. 





Litigation Release No. 5857/April 19, 1973 


SEC v. FIRST NATIONAL CORPORATION, et al 
(S.D. Tex.) 


Robert F. Watson, Administrator of the Fort Worth Re- 
gional Office of the Securities and Exchange Commission, 
today announced that on April 18, 1973 Honorable John 
V. Singleton, U.S. District Judge, Houston, Texas issued 
a decree of permanent injunction against the Three R 
Trust and Irwin M. Herz, Jr., individually and as Trustee 
for the Three R Trust, in its litigation against First Na- 
tional Corporation, et al pending in the Southern District 
of Texas. The decree was issued with the consent of such 
















































defendants who, without admitting or denying any of the 
allegations contained in the Commission’s complaint, con- 
sented to the entry of a permanent injunction from 
further violations of the anti-fraud provisions of the Secu 
rities Exchange Act of 1934. 


Irwin M. Herz, Jr., Trustee of the Three R Trust, and the 
Three R Trust further agreed to pay over to First National 
Life Insurance Company, through its Conservator, the 

sum of $500,000. Accordingly, a certificate of deposit in 
the amount of $352,000 was delivered by the Three R 
Trust to First National Life Insurance Company on Fri- 
day, April 13, 1973, with the balance to be paid in cash 
to the insurance company within 10 days. 


The Commission's case is still pending against thirteen 
other defendants named in this action and was originally 
set for trial on the merits on April 16, 1973, but due to 
illness of the Court has been continued. 


The Commission is seeking restitution of an additional 
$434,000 from severai of the remaining defendants in 
this action. 


For further information see Litigation Release 5707 





Litigation Release No. 5858/April 19, 1973 


William D. Moran, Regional Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced today that on April 11, 1973 the 
Commission filed a Complaint in the U.S. District Court 
in New York City charging Dixon, Dolce & Co., Inc., a 
broker-dealer located at 25 Broadway, New York, New 
York, and Ronald E. Dixon of Brooklyn, New York, its 
president, and Joseph S. Dolce of Brooklyn, New York, 
its vice-president, with violating and aiding and abetting 
violations of the Commission’s net capital, books and rec 
ords and supplemental reporting requirements under Sec 
tions 15(c) and 17(a) of the Securities Exchange Act of 
1934, and Rules 15c3-1, 17a-3, 17a-4 and 17a-11 there- 
under. In its Complaint, the Commission requested a pre 
liminary and permanent injunction enjoining the defend- 
ants from further violations of these provisions 


On April 16, 1973, upon the consent of the defendants 
Dixon, Dolce & Co., Inc., Ronald E. Dixon and Joseph 

S. Dolce, Judge Charles M. Metzner issued a permanent 
injunction enjoining the consenting defendants as requested 
by the Commission. The defendants consented to the 
entry of the permanent injunction without admitting or 
denying the allegations in the Commission’s Complaint. 


The National Association of Securities Dealers, Inc. of 
New York City assisted the Commission in its investiga- 
tion leading to the filing of its Complaint. 





Litigation Release No. 5859/April 19, 1973 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on April 13, 1973, a complaint was filed in 
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the United States District Court for the District of Minne- 
sota, at Minneapolis, against J. Shapiro Co., a registered 
broker-dealer of Minneapolis, Minnesota charging viola- 
tions of the net capital requirements under the Securities 
Exchange Act of 1934. 


The Commission alleged in the complaint that J. Shapiro 
Co. was insolvent in that it was unable to meet its finan- 
cial obligations as they matured. 


On April 13, 1973, a Preliminary Injunction was issued 
against J. Shapiro Co. The defendant J. Shapiro Co. con- 
sented to the Preliminary Injunction order without admit- 
ting or denying the allegations of the Complaint. 


Upon Application of the Securities Investor Protection 
Corporation, the defendant J. Shapiro Co. was ordered to 
show cause why the Court should not enter an order ad- 
judicating that the customers of J. Shapiro Co. are in 
need of the protection afforded by the Securities Investor 
Protection Act of 1970 and appointing a Trustee for the 
liquidation of J. Shapiro Co. The defendant J. Shapiro Co. 
consented to the appointment of a Trustee. The Court 
appointed William T. Dolan, Esquire, 4200 | D S Tower, 
80 S. Eighth Street, Minneapolis, Minnesota as Trustee 
for the liquidation of J. Shapiro Co. 





Litigation Release No. 5860/April 20, 1973 


SECURITIES AND EXCHANGE COMMISSION AND 
SECURITIES INVESTOR PROTECTION CORPORATION 
v. OXFORD SECURITIES, LTD., et al (C.A. 2) 


The Securities and Exchange Commission announced that 
on April 11, 1973, the Court of Appeals for the Second 
Circuit reversed from the bench an order entered by the 





30/SEC DOCKET 











United States District Court for the Southern District of 
New York on January 26, 1973, in Securities and Ex- 
change Commission and Securities Investor Protection 
Corporation v. Oxford Securities, Ltd., et al. That order 
had declared unconstitutional Section 5(b)(3) of the Secu- 
rities Investor Protection Act, which provides in part that | 
where a securities broker or dealer is to be liquidated 
under the terms of the Act a district court 







‘ 


‘. .. Shall forthwith appoint as trustee for the liquida- 
tion of the business of the debtor . . . and as attorney 
for such trustee such persons as SIPC shall specify.” 


The district court had stated that this provision left no 
room “for the exercise of judicial discretion in the selec- 
tion of a trustee’’ but appeared “‘to mandate a purely 
ministerial duty,” offending the constitutional separation 
of powers. In addition, the district court stated that it 
could not accept responsibility for the appointment of a 
SIPC trustee when the court had not made a careful 
selection of that person. } 


Following the reversal by the appellate court, the district 
court appointed, in accordance with the designations of 
SIPC, Salvatore A. Adorno, Esquire, of New York, New 
York, as counsel for the trustee. Oxford Securities, Ltd., 
a broker-dealer formerly located at 384 Fifth Avenue, 
New York. New York, and its president, Leslie Norbert 
Erber, had consented to the application for the appoint- 
ment of a SIPC trustee and had also consented to the 
entry of a judgment of permanent injunction, enjoining 
them from further violations of Section 15(c)(3) of the 
Securities Exchange Act of 1934 and of Rule 15c3-1 
thereunder. While denying the SIPC application, the dis- 
trict court had signed the judgment of permanent injunc- 
tion which was entered on January 29, 1973, and this 
judgment was not disturbed by the appellate court. 


See also Litigation Release No. 5711 (January 31, 1973). 
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Acts for which they are registered. 


— sec publications — 


Because of increased volume, staff limitations, and rising costs, 
the SEC has discontinued maintenance of its free mailing lists. 

Only those companies and persons registered with the Commission 
under the various Acts will continue to receive copies of individual 
releases pertaining to rule proposals and rule changes under the 
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